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Operating Expenses 
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Program Activity 
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support Purchase 


the environmentel management mission 


which inoludes: Information Resources 


Management equipment to upgrade 
Communication systems; network 
infreetructure, and business main frame dies 


Purchased capitel equipment to support Purchase capital equipment to 


oecilloscope; construction crane; motor 
vehicles; video badging image server; 


and other aiecellaneous industrial, 
laboretory, electronic, and computer 


equipment . 


' 
@nee epectrometer; digitel 


, Capitel Boul passt 


Syetem Upgrade 1. 
$6,496 ~ 
© support construction 


$ 6,266 


Convert five diesel buses to Liquid 


Computer equipment. 
Matural Gas types. 


$ 11,579 


© 
Closed out 161 prior year General Plant industrial, laboratory, electronic, 


Capitel Expenee projects. 
_ Supported construction projects 


are defined in the 


on Project Data Sheete. 


weutaa 


funding profile 


projecte 
Construct: 


Continue 


Supports conatruction projects 
associated with the Operating Sxpense 
and funding activity. The detail scope and funding 
; are defined in the Construction and 
Conatruction Funded Project Summary and Funded Project Summary and Construction Cone 


Project Data Sheets. 


ting Bxpense 
Sheete. 


e ] 


activity. The detail scope 


associated with the Oper 
Construction Project Dat 


Construction ~~ 
- 


$ 44,200 
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RESOURCES SUMMARY 
($ in Thousands) 


FY 1995 FY 1996 
Appropriation _Request_ 


Program 


Natural Gas and Oil Pipelines $ 68,941 $ 73,003 $ 67,354 
Hydropower 60,951 57,531 49,967 
Electric Power 32,398 35,639 34,246 
Total Operating Expenses $ 162,290 $ 166,173 $ 151,567 
Application of PY Budget Authority (15,000) 
Offsetting Receipts 166,173 136,567 


Net Expenses $ 0 $ 0 





FULL-TIME EQUIVALENTS (FTEs) 


FY 1994 FY 1995 FY 1996 
Actual Authorized Request 


Program 


Natural Gas and Oil Pipelines 


Hydropower 
Electric Power 


Total FTEs 
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PROPOSED APPROPRIATION LANGUAGE 


For necessary expenses of the Federal Energy Regulatory Commission to carry out the provisions 
of the Department of Energy Organization Act (42 U.S.C. 7101, et seq.), including services as 
authorized by 5 U.S.C. 3109, including the hire of passenger motor vehicles; official reception 
and representation expenses (not to exceed $3,000); [$166,173,000] $136,567,000 to remain 
available until expended: Provided, That [hereafter and] notwithstanding any other provision of 
law, not to exceed [$166, 173,000] $136,537,000 of revenues from fees and annual charges, and 
other services and collections in fiscal year [1995] 1996, shall be retained and used for necessary 
expenses in this account, and shall remain available until expended: Provided further, That the 
sum herein appropriated from the General Fund shall be reduced as revenues are received during 
fiscal year [1995] 1996, so as to result in a final fiscal year [1995] 1996 appropriation from the 
General Fund estimated at not more than $0. 
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STATUTORY AUTHORIZATION 


The Commission’s primary sources of authority are the following statutes: Federal Power Act, 
Natural Gas Act, Department of Energy Organization Act, Energy Policy Act, Natural Gas Policy 
Act, Interstate Commerce Act, National Environmental Policy Act, Endangered Species Act, 
Electric Consumers Protection Act, Energy Security Act, Public Utility Regulatory Policies Act, 
Public Utility Holding Company Act, Pacific Northwest Electric Power Planning and Conservation 
Act, Regulatory Fairness Act, and Clean Air Act. 


These statutes authorize the Commission to regulate: 


° construction and operation of natural gas pipelines; 

e interstate sales for resale and transportation of natural gas; 

° interstate transportation of crude oil and petroleum products by pipeline; 
e construction, operation, and safety of non-Federal hydropower projects; 
e interstate sales for resale and transmission of electric energy; 

° certification of exempt wholesale generators and qualifying facilities; and 


e corporate transactions, mergers, and security issues of electric public utilities. 
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Total Budget Request 
$136.6 Million 
1,453 FTEs 


The Federal Energy Regulatory Commission’s (Commission) total requirement for fiscal year 
(FY) 1996 is $151,567,000; however, we plan to apply $15,000,000 in budget authority 
available from prior years, thereby reducing our request to $136,567,000. The total funding will 
support a staffing level of 1,453 full-time equivalents (FTEs), a reduction of 10 from the 
FY 1995 FTE level of 1,463. 


The funding requirement of $151,567,000 is 9 percent below the FY 1995 appropriation and 
represents our commitment to the Administration’s initiative to reduce government spending, cut 
administrative overhead costs, and simplify or eliminate unnecessary regulations and other forms 
of government burden on industry and the public. 


We will recover the full cost of our operations through a system of annual charges and fees. 
The revenue collected will be deposited in the Treasury as a direct offset to our appropriation 
and result in a net appropriation of $0. 


Background 


The Commission oversees key parts of the United States energy industries — natural gas 
pipelines, oil pipelines, electric utilities and other electric generators, and hydropower projects. 
The Commission’s goals remain the same as they have been for many years. We must protect 
the public and the environment by ensuring that the activities of our regulated entities serve the 
public interest as required by law. 


Today’s energy industries are evolving very quickly. In many cases, we can only achieve our 
goals by modifying our regulatory models or developing new ones that recognize the realities 
of the 1990s: more competition, more consciousness of environmental issues and a world of 
commerce that moves much faster. These models can involve: 


° Protecting ratepayers by fully integrating market forces into an overall regulatory 
model. We have encouraged the growth of competition in natural gas producing markets 
and electric power generation. For these policies to succeed, we must continue to 
develop new models not only for the production sectors but also for transmission of 
electricity and transportation of natural gas. The goal is to encourage the development 
of competition where possible in lieu of traditional regulatory methods. Use of a 
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somewhat more traditional model of regulation will continue to be necessary in 
noncompetitive sectors of the industries subject to the Commission’s jurisdiction. 


e Continuing to improve our protection of the environment. In regulating hydropower 
development and natural gas pipeline construction, we must continue to provide 
opportunities for full public participation, balance all legitimate interests (under many 
separate statutes), resolve questions quickly, and monitor future performance to ensure 
that utilities fulfill the terms under which they are allowed to build and operate. 


° Making regulation work better. We must find ways to analyze new and complex 
problems, reach fully justified decisions more quickly, and cut the cost of doing 
regulatory business. This means cutting the expenses parties incur (e.g., unnecessary 
filings and forms, and litigation costs) in dealing with the regulatory system, making 
operational and other appropriate statistical data available, and reducing administrative 
costs at the Commission. 


Protecting the Consumer 


Competition, where feasible, offers the best consumer protection. The centerpiece of the 
Commission’s strategy for natural gas pipelines, oil pipelines, and electric power is to encourage 
market forces wherever appropriate. The transition to a fully competitive natural gas wellhead 
market is now complete. The transition to a competitive electric generation sector is underway. 


The experience of the past decade is that competition in these sectors can benefit energy 
consumers all over the country. In constant dollars, natural gas prices are lower, not higher, 
than they were 15 years ago. The performance of the gas industry during the winter of 1993-94 
suggests strongly that a competitive industry is more flexible and reliable, even under extreme 
conditions, than the fully regulated systems of just 10 years ago. 


Competition in one sector of an industry presents a special challenge to regulators. The fact that 
gas production or electric generation can be competitive does not mean other sectors of the same 
industry are also competitive. Both electric transmission and long-haul gas transmission retain 
substantial aspects of monopoly power, regardless of competition in generation or production. 
The public needs some form of regulatory protection to guard against abuses of market power 
in these sectors. However, many traditional regulatory approaches no longer work well. In 
some cases, they simply do not work in a world of competitive generation or production. In 
others, they hinder the growth of needed market mechanisms. 


The Commission’s goal is to find ways to regulate electric utilities and natural gas and oil 
pipelines effectively in order to protect ratepayers while working with, rather than against, 
competitive commodity markets. 
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Natural Gas. Now that Order No. 636 is fully implemented, the natural gas industry faces a 
more stable future than it has for many years. It also offers customers many more choices than 
ever before. New options and services, like secondary markets for transportation capacity and 
market centers, improved electronic communications and metering, along with new approaches 
to old services, can greatly benefit customers — as is clear from the winter of 1993-94. 


The result is a benefit to the public and a challenge to regulators. An industry that is changing 
rapidly offers a constantly moving target to regulators. Finding a way to protect customers in 
an increasingly dynamic market is the essence of the Commission’s work for the next few years. 


During the next few years we will see changes in several key areas: 


Setting pipeline rates. Use of straight fixed variable rate design will require less 
attention to rate design issues. However, the overall cost of transportation service is 
more critical than ever in many markets. Therefore, the Commission will continue to 
focus on cost-of-service issues like rate of return and depreciation. Also, future rates 
will need to reinforce, rather than hinder, the more flexible gas markets that are evolving 
under Order No. 636. This will require a greater focus on the allocation of costs. 


The kind and complexity of natural gas pipeline rate filings. Now that pipelines 
operate in an Order No. 636 environment, filings will involve issues either deferred or 
not raised in the restructuring proceedings. These filings will involve revisions to the 
terms and conditions of transportation and storage services, provisions for new services, 
and revisions to operating conditions, among others. Many of these filings will present 
new and complex issues to be resolved, not only on an individual pipeline basis, but also 
on an industry-wide basis as pipelines compete for business. In addition to handling 
these filings, we will need to revise filing requirements and develop new methods to 
monitor pipeline rates and financial filings to ensure pipeline rates continue to be just and 
reasonable. 


Increased consideration of potentially competitive transportation services. While 
providers of most transportation and distribution services retain market power, some may 
be competitive. For example, the Commission has already received a substantial number 
of filings for market-based storage rates. We will need to develop an overall framework, 
including the criteria that we will apply to all market-based pricing filings. 


Encouraging further market developments. As the pipeline industry expands its 
markets into new areas, such as increased use of natural gas to generate electricity, 
companies will offer new types of services. These new services may require changes in 
their tariffs. The Commission will also look at encouraging further development of 
capacity release programs. Our new and revised models for regulation will need to be 
more sensitive to industry-wide issues, as well as to company-specific approaches. 
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° Integrating new construction into the growing national gas market. We will continue 
to seek ways to let companies expand the national grid to provide the best service for 
customers at the lowest cost. We will more clearly define the rate policies for new 
construction. We will seek to balance the need to encourage new construction and 
expand markets with the need to protect existing customers. When pipeline construction 
is proposed for heavily populated or environmentally sensitive areas, we will seek 
innovative methods to dovetail the need for more energy with the protection of the 
environment. 


As a result of changes in the natural gas industry from wellhead deregulation and the 
restructuring of the industry, we implemented a major reorganization within the natural gas and 
oil pipeline office. Its name was changed from the Office of Pipeline and Producer Regulation 
to the Office of Pipeline Regulation (OPR) to recognize the end of the producer regulation 
program. The new divisional structure and staff realignments were necessary due to the virtual 
end of the purchased gas adjustment filings, the decline in the number of take-or-pay filings, the 
need for a separate and distinct litigation staff with precise lines of authority, and various other 
workload adjustments. 


As part of the reorganization, we established a separate litigation division within OPR. We 
anticipate some of the issues now coming to the forefront will result in trial-type hearings before 
administrative law judges, and OPR staff will actively participate in these cases. For example, 
the gas supply realignment cost recovery filings that have been set for hearing and will require 
significant resources in FY 1995. 


Further, the former administrative division was disbanded to eliminate duplicate administrative 
functions. The remainder of that division was incorporated into the new policy and planning 
division, whose functions include preparing policy papers and initiatives, projecting and 
improving workload processing, and industry oversight. 


The elimination of the producer regulation program has resulted in significant staffing reductions 
in the natural gas area during the past few years. With the movement of the natural gas industry 
into the post-Order No. 636 era and the challenges and innovations it will require, the 
Commission expects to maintain its natural gas staff at nearly current levels. 


Oil Pipelines. In the area of oil pipelines, we will continue to implement the revised regulatory 
scheme mandated by the Energy Policy Act and delineated by the Commission’s final rule setting 
out an optional index-based method for oil pipeline regulation. Also, revised methods for cost- 
based and market-based ratemaking will be in place in FY 1995 and FY 1996. We expect to 
receive more rate filings as oil pipelines file to increase their rates, either selectively or across 
the board. Because the higher number of rate filings will be offset by the new simplified 
ratemaking processes, staffing levels in the oil pipeline area will remain nearly constant. 
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Electric Power. The electric power industry will see major changes at an increasing pace over 
the next few years. The wholesale generation market is becoming more competitive. That, in 
turn, will introduce many new issues into the regulation of transmission. New generation can 
be built and operated at a lower cost than facilities already in service. Customers are demanding 
access to these new, lower cost resources. This, in turn, puts pressure on utilities to lower their 
overall cost structure. The industry will need to offer wide-spread open-access transmission 
service in order for consumers to receive the benefits of increased competition in generation. 
This service will have to be comparable, in terms of both quality and pricing, to the service that 
transmission owners provide to themselves. We will need to focus sharply on the non-price 
terms and conditions of access, since they can make a substantial difference in whether 
competitive generators are able to sell their power. We will also need to address a variety of 
non-traditional transmission pricing proposals that better accommodate competitive markets. 


This change means that regulation of electric power will be more difficult than ever before, and 
the stakes higher. We will need to do more work, not less, to establish the ground rules for the 
electric industry’s transition into the competitive era. The Commission will need to establish 
a general framework for its regulation of transmission. We will focus on open access and 
comparability of service as an overall approach to ensure that transmission services are provided 
in a nondiscriminatory manner. 


Competition in generation will not diminish our workload. Continued construction of new 
capacity will continue to produce rate filings, for both traditional and non-traditional generators. 
Also, we wili need to oversee an increasing number of power marketers, who act as 
intermediaries between generators and consumers in this increasingly competitive electric power 
market. 


The number of traditional rate cases is likely to rise. For instance, recent increases in the cost 
of capital will probably prompt more traditional rate cases to be filed with the Commission as 
utilities seek to recover higher costs. 


Our efforts will increase most in the transmission sector. We will continue to see more requests 
for transmission to accommodate power sales, and increased open access filings. Further, an 
increasingly open grid will confront us with many new and complex issues, both in specific 
cases and in general proceedings. For example: 


° How should a company price transmission service? We will need to address the 
implementation of new and more difficult pricing concepts, such as loop-flow pricing and 
distance-sensitive rates. 


° What quality of transmission service must a company offer its wholesale customers? The 
touchstone here is comparability — the service must be comparable to the uses the utility 
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itself is able to make of the transmission system. But such a policy will need to be 
developed more fully and implemented under a multitude of different circumstances. 


e Are new governance mechanisms appropriate for transmission access, pricing and 
planning? We are encouraging the growth of Regional Transmission Groups (RTGs), 
where many transmission decisions could be made by a group that includes all the 
relevant stakeholders. Ultimately, RTGs may produce better decisions with less work 
from the Commission. However, the Commission will have to do substantial work 
before reaping any savings — we will need to analyze carefully how much the RTGs’ 
procedures justify giving deference to their decisions. 


e What effect will increased competition have on industry structure? We expect many 
merger applications to be filed during the next few years. As electric markets open, 
merger-related issues may become more complicated to analyze. We expect to see other 
corporate restructuring proposals, as well as new power pooling arrangements. 


For the reasons discussed above, the Commission expects to maintain, at a minimum, constant 
resource levels in the electric area. We may even need to increase the use of staff resources. 


Protecting the Environment 


A major part of the Commission’s work in both hydropower licensing and gas pipeline 
construction is environmental protection. In recent years, environmental issues have become 
increasingly contentious, and the need for full and early public participation increasingly clear. 


The Commission’s great challenge in protecting the environment is to reconcile the need for 
public participation with the need for quicker decisions. No single initiative will reconcile such 
disparate goals, but a series of initiatives can help substantially. One example is voluntary third- 
party contracting. Both natural gas pipeline sponsors and hydropower developers can now pay 
Commission-approved, third-party contractors to conduct environmental reviews. This initiative 
allows developers to use additional review resources without sacrificing review quality, 
potentially speeding up the approval process. 


We are gaining experience with the third-party contracting option. If companies begin to use 
it, the prospect is that we could reduce our existing contractor support in future years while fully 
meeting our responsibilities. 


Natural Gas. The Commission conducts environmental analyses of proposed pipeline facilities. 
In addition to third-party contracting, we are working to improve our environmental reviews in 
the following ways: 
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e Continuing contacts with other Federal agencies involved in environmental reviews, for 
the development of memoranda of agreement. Confusion and delay in environmental 
review often result from overlapping jurisdictions. Increased cooperation with other 
agencies can save time and money and result in better decisions. 


e Increasing the use of early notification of intent to prepare environmental reviews, to 
increase public awareness of, and participation in, the review of natural gas construction 
proposals. This enhances communication and allows more timely resolution of issues. 


e Continuing to conduct environmental compliance training for industry applicants and the 
general public and increasing the use of pre-filing and technical conferences. This 
streamlines the application process, alleviates problems, and saves time for all involved. 


Finally, the Commission will continue the specific efforts noted in last year’s budget, such as 
using clearer environmental guidelines and more field inspections before and during project 
construction. 


Hydropower Licensing. One of the most important jobs for the hydropower program is to 
balance the Nation’s growing energy needs with changing public values about the environment 
and other beneficial uses of waterways. A key aspect of our work is that we make decisions that 
affect project operations for the full 30- to 50-year term of the license. This factor carries with 
it a need for continued compliance monitoring that will come to the fore in FY 1996. 


In FY 1996, the recent relicense surge will subside and we will shift our focus toward 
monitoring compliance with license terms and conditions, while continuing to ensure dam safety. 
Both of these areas are essential to protecting people, property, and the environment. 
Monitoring license conditions is critical because it is the only way to ensure that operators 
continue to adhere to the conditions imposed on projects throughout the life of the project. This 
is especially important for newly issued relicenses, which have many terms and conditions not 
imposed in the past. New dam safety initiatives are needed to ensure that dams can withstand 
potential seismic and flood events — which will continue to protect life, property and the 
environment. 


In addition, we will work to build on earlier initiatives by continuing to: 


e ensure that environmental impact statements (EISs) are prepared whenever necessary; 
e prepare more multi-project environmental documents; 

e review existing licenses for possible amendment proceedings; 

e provide means for soliciting public comment; 
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° promote settlements; 
° improve dam safety analyses; and 


° improve documentation of how we balance competing claims, including treatment of 
cumulative impacts and comprehensive development. 


Electric Power. The Clean Air Act Amendments created a market-based approach to 
controlling emissions from fossil-fueled generating plants. As part of its continuing work to find 
ways to handle the resulting rate issues, in December 1994 the Commission issued a policy 
statement on the ratemaking treatment for emission allowances in coordination transactions. 


Making Regulation Work Better 


We are committed to a long-term strategy of improving the quality and lowering the cost of 
regulation. To do this, we will reduce our own administrative costs, cut the costs the 
government and the industry incur due to regulation, and make our own work more productive 
and efficient. We expect to achieve these goals by: 


e continuing the shift in emphasis away from traditional routine casework, and toward 
monitoring and compliance activities; 


e increasing the use of alternative dispute resolution (ADR) techniques; and 
e finding ways to work smarter and better. 


More Monitoring and Compliance. Increasingly, the Commission’s approach to regulation 
will be to monitor the industries it regulates, and act only when there is a clear need to do so. 
More monitoring will both limit the number of litigated cases and concentrate our efforts on 
those areas that most need attention. This will lower costs to industry and enhance the value of 
the Commission’s work. 


In hydropower, the primary purpose of more monitoring and compliance is to respond to the 
changing conditions discussed earlier. Given an aging population of dams, for instance, more 
monitoring is a cost-effective way of continuing to ensure our traditionally high levels of dam 
safety. For other aspects of the program, monitoring through the life of a project helps ensure 
that developers live up to their commitments. A hydropower license represents a long-term 
agreement among many parties. Improved monitoring and compliance are essential if such long- 
term agreements are to operate properly. In the long run, this approach creates less expense 
than would correcting problems after they arise. 
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In natural gas, a major growth in monitoring is likely to occur. More effective monitoring can 
reduce the number of contested issues in cases. It can give us better information to resolve 
disputes earlier and to develop flexibie mechanisms to nurture a more competitive environment. 
It also can provide better incentives for companies to act efficiently. The result is to lower the 
costs of routine litigation and to improve industry performance. 


Alternative Dispute Resolution. The Commission has been and remains a pioneer in 
developing alternatives to lengthy, costly formal hearings. In addition to settling about three- 
fourths of the public utility and gas pipeline rate cases through negotiation, the Commission has 
used settlement judges and mediators in its casework. The Commission also adopted ADR 
procedures for oil pipelines as part of its implementation of the Energy Policy Act of 1992. 
These procedures have allowed cases to be resolved in months rather than years. 


More recently, the Commission has encouraged the growth of RTGs in electric power. These 
organizations promise to let industry find fair ways to handle many disputes that would otherwise 
come to the Commission for decision. Setting up and abiding by ADR mechanisms is one of 
the key aspects of a well-functioning RTG. 


This same attention to streamlining dispute resolution applies to environmental areas. With both 
hydropower licensing and natural gas pipelines, we use pre-filing meetings to identify potential 
areas of conflict early in the review process. We use later technical conferences and local public 
meetings to promote understanding and compromise among the parties. 


Recently, the Commission has obtained the assistance of the Federal Mediation and Conciliation 
Service to facilitate a negotiated settlement of one particularly controversial hydroelectric case. 
The Commission will use this experience as a model for encouraging future efforts to resolve 
complex cases through facilitated ADR. 


The Commission adheres to the principles of the two major Congressional ADR initiatives, the 
Administrative Dispute Resolution Act of 1990 and the Negotiated Rulemaking Act. For 
instance, the notice of proposed rulemaking that led to our rule issued in December 1993 
establishing standards for natural gas pipelines’ electronic bulletin boards was developed by a 
task force comprising Commission staff and a wide representation of various segments of the 
natural gas industry. This rule represents a way in which regulatory action can make it easier 
for everyone in an industry to conduct business, and was developed through a participatory, 
consensual process. 


Additionally, the Commission issued a Notice of Proposed Rulemaking on November 10, 1994, 
requesting comments on the implementation of ADR procedures in all of the Commission’s 
program areas. 
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Working Smarter, More Efficiently. The Commission plans to continue to reduce the 
industries’ paperwork. Electronic filing is already in place for many purposes and will be 
expanded further. As part of our building consolidation, we will develop an electronic 
infrastructure that encourages more electronic filing and enhances our ability to work directly 
with electronically filed documents. This will save industry money in its filings and will 
improve the Commission’s work because accessing information will be much easier. As 
mentioned earlier, we are overhauling our natural gas filing and information requirements. The 
result will be to streamline the information we collect, to ensure that the information we do 
collect is relevant and useful, and to allow us to make timelier decisions. 


Administrative Cost Reductions. The reduced level of funding requested in this budget 
reflects one of the Administration’s and the Commission’s main goals of reducing the cost of 
government through staffing reductions and administrative cost savings. By the end of FY 1996, 
we plan to have reduced our administrative support staff by more than 15 percent from the 
FY 1993 level at an estimated savings of $1.4 million each year. 


This budget also reflects estimated savings, when adjusted for inflation, of $1.7 million in other 
administrative costs as compared to FY 1993. Overall, we estimate that in FY 1996 we will 
save $3.1 million in administrative costs through staffing reductions — particularly in 
administrative areas — better management, tighter budget and cost controls, and increased 
automation. We have accomplished a great deal in the last few years in automating our 
processes and in developing better communications both internally (through electronic mail) and 
externally (through electronic bulletin boards, electronic data interchange, and teleconferencing). 
These savings are highlighted in Appendix A. 


Conclusion 


We intend to meet our FY 1996 objectives as set out in this budget using fewer resources than 
in past years. In accord with this goal, we have undertaken a comprehensive examination of our 
budget process and made changes in our internal budget planning and cost projections. We 
targeted funding levels for all programs and accounts at nearly $15 million below our fiscal 
years 1994 and 1995 appropriations for a total FY 1996 requirement of $151,567,000. 


Then we went further. Improved management efficiencies gained through revised regulatory 
processes, enhanced automation capabilities, and proactive measures to reduce administrative 
staffing levels and expenses have contributed to reduced spending in fiscal years 1993 and 1994 
— and we plan to carry this reduced spending into FY 1995, creating additional savings. As 
a result of these savings, we plan to apply $15 million of prior year unexpended budget authority 
to our FY 1996 requirement thus reducing our total budget request to $136,567,000. 
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We intend to apply remaining savings of $16 million — the estimated balance of prior year 
unexpended budget authority — to decrease our next two budget requests, with the objective of 
eliminating the entire prior-year balance over that period. When this objective is achieved, our 
budget requests once again will be representative of full Commission requirements for the 
pertinent fiscal year. 


Our FY 1996 request of 1,453 FTEs and $136,567,000 — along with the use of $15 million in 
prior year unexpended budget authority — will provide the Commission the necessary resources 
to accomplish the following goals: 


continue the move toward an open-access, market-based energy industry, with particular 
emphasis on new policy initiatives for electricity regulation; 


address the complex issues, such as capacity release and electronic bulletin boards, 
arising from restructuring of the natural gas industry; 


develop policies and criteria to apply to market-based and other non-traditional rate 
filings, such as incentive rate proposals; 


focus more attention on generic monitoring and oversight; 


complete the last of the large volume of hydropower relicensing workload and shift 
resources to meet increases in hydropower compliance and dam safety workload; 


improve efficiency in natural gas pipeline certificate processes; 


continue to expand the scope of our outreach program for better public and industry 
awareness; and 


improve overall efficiency and productivity with reduced paperwork and enhanced 
automation capabilities. 
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SUMMARY OF TOTAL WORKLOAD 


Receipts 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


Natural Gas and Oil Pipelines 11,497 10,944 4,334 
Hydropower 5,933 5,943 6,181 
Electric Power 2,844 2,272 2,247 


TOTAL 20,274 19,159 12,762 


Completions 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


Natural Gas and Oil Pipelines 11,752 11,211 4,522 
Hydropower 5,888 5,931 6,185 
Electric Power 2,485 2,566 2,244 


TOTAL 20,125 19,708 12,951 


Year-End Pending 


FY 1993 FY 1994 FY 1995 FY 1996 
Actual Actual Estimate Estimate 


Natural Gas and Oil Pipelines Nera 1,522 1,255 1,067 
Hydropower 1,923 1,968 1,980 1,976 
Electric Power 667 1,026 732 735 


TOTAL 4,367 4,516 3,967 3,778 





Note: Detailed workload tables by program are shown in Appendices C-E. 
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NATURAL GAS AND OIL PIPELINES 


Operating Expenses 
($ in Thousands) 


FY 1994 FY 1995 FY 1996 
Actual Appropriation Request 


$68,941 $73,003 $67,354 


664 666 659 





Overview 


In the natural gas and oil pipelines program, we analyze and act on filings involving the 
following requests, issues, and concerns: 


proposals for market-based rates and other non-traditional rate filings, such as incentive 
rate proposals; 


proposals to authorize transportation, storage, or exchange of natural gas services; 
requests to construct and operate facilities used in the provision of such services; 

the siting and construction of proposed facilities for the import or export of natural gas; 
the environmental impact of and the need for the proposed service or facility; 

requests to abandon services and/or facilities used to provide the services; 

proposals for initial rates for service; 

proposed changes in existing rates — comprising full rate cases involving all elements 


and costs of providing service — and limited rate cases involving only certain costs and 
services; 
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° tracking or flowthrough filings pursuant to pipelines’ tariffs passing through specific 
constantly changing costs; 


° proposals for new tracking or flowthrough authority; 
° tariff provision changes to adjust terms and conditions of the services provided; and 
e general oil tariff and rate change filings. 

FY 1994 and FY 1995 Achievements 


Our most important achievement of FY 1994 was completing the initial Order No. 636 
restructuring plans of 76 interstate pipelines, and overseeing the implementation of the Order 
No. 636 requirements that became fully effective in the winter of 1993-94. In spite of the 
significant change in the business of natural gas pipelines from that of gas merchants to that of 
transporters of gas, and the subsequent opening of gas markets to market forces, the transition 
into the post-Order No. 636 environment went extremely well. The unusually cold and icy 
winter in many gas market areas provided an important test of the reliability of the restructured 
industry, with highly successful results. 


In the pipeline rates area, we also: 


e acted on 20 general NGA section 4 gas rate applications; 

° approved 24 full or partial settlements of gas rate cases that had proceeded into litigation 
before the administrative law judges, resulting in the completion of 80 outstanding 
dockets; 

e issued 20 Commission opinions on initial decisions by administrative law judges; 


° acted on 1,112 limited NGA section 4 gas rate filings, composed mostly of filings to 
recover remaining take-or-pay costs, transition costs related to the implementation of 
Order No. 636, including Account No. 191 close-out direct bills, gas supply realignment 
costs, and costs associated with unneeded upstream capacity, cost-tracking filings, tariff 
language changes, plus all associated compliance filings; and 


e approved the first three settlements filed by pipelines to completely resolve their gas 
supply realignment costs resulting from restructuring under Order No. 636. 


In addition, we established specific guidelines and procedures on the eligibility and prudence of 
costs to be recovered as gas supply realignment costs resulting from the implementation of Order 
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No. 636; we held public conferences on pricing differential cost mechanisms for gas supply 
realignment costs associated with gas supply contracts not yet bought out or reformed, and on 
rate policies for costs related to new pipeline construction. 


We issued Electronic Data Interchange standards for downloading capacity release information 
from gas pipeline’s electronic bulletin boards as a result of a cooperative effort with the industry 
to develop the standards and the time frames for implementation. We also issued notices of 
proposed rulemaking to revise and update the Commission’s filing requirements for gas and oil 
rate filings as well as the reporting and forms filings requirements. 


We issued a final rule revising the standards of conduct and the associated reporting 
regu cements related to transportation and marketing affiliates of gas pipelines. This significantly 

- duces ne pipelines’ reporting burden while maintaining oversight ability by requiring either 
(1) electronic bulletin board postings of crucial information that allows potential violations to be 
recognized or (2) the maintenance of logs for review by the Commission and interested parties. 


In the pipeline certificates area, we: 


e approved 42 gas pipeline construction projects costing over $1 million each, involving 
over 493 miles of gas pipeline, 53,400 horsepower of compression, 2.3 billion cubic feet 
of capacity per day, and $570 million in potential investment; 


e issued nine preliminary determinations — orders giving an applicant early guidance on 
the nonenvironmental aspects of its gas pipeline construction proposal; 


° completed almost 300 prior notice filings for gas pipelines; 


° completed 90 environmental assessments and | environmental impact statement for gas 
pipeline construction; and 


e approved six market-based rate proposals for storage. 


To provide an additional resource for meeting our environmental responsibility and eventually 
to speed the certificate process, we initiated third-party contracting for environmental documents. 
We also allow applicants to prepare environmental assessments themselves, which they may file 
with the applications to speed the review process. 


As a result of Order No. 636, interstate natural gas pipelines were required to unbundle their 
sales from their transportation services. Generally, pipelines included the cost of gathering gas 
through their facilities, from the wellhead to the mainline, in their overall sales rate. With 
unbundling, pipelines were required to separately state their gathering rates to prevent shipper 
subsidization of the merchant function. Due to a number of contested cases where pipelines 
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proposed to transfer or refunctionalize gathering facilities, we initiated a proceeding to 
reexamine our policy for determining whether facilities perform a gathering or transmission 
function. 


On May 27, 1994, we issued a series of orders addressing various issues raised in the gathering 
proceedings and, in general, clarifying our gathering policy. In the proceedings, we established 
and applied clear policies to define what types of gas facilities are nonjurisdictional gathering 
facilities. We decided how pipelines must treat gains and losses from the sale or disposition of 
formerly certificated and regulated gathering facilities. We also provided a mechanism to ensure 
that existing shippers are protected during the transition from Commission regulation of 
gathering facilities to their nonjurisdictional status. Since the end of May, we have issued orders 
in 23 gathering cases. 


In the oil pipeline area, we: 
° authorized 184 oil pipeline rate changes; 


° approved 5 full or partial settlements of oil rate cases that had proceeded into litigation 
before the administrative law judges, thereby completing 54 outstanding dockets; 


e issued Commission opinions on the Trans Alaska Pipeline System (TAPS) pumpability 
and quality bank cases, thereby completing 74 litigated oil cases and 110 outstanding oil 
tariff filings; and 


e issued Commission opinions on 3 non-TAPS oil hearing initial decisions, thus completing 
24 litigated oil pipeline dockets. 


We issued a final rule on an index-based streamlined method for oil pipeline regulation and for 
changes to the Commission’s administrative procedures as required by the Energy Policy Act. 
With the rule, we initiated inquiries on cost-of-service ratemaking, annual reporting 
requirements, and market-based ratemaking as alternative methods to the index ratemaking 
method where that method may not be appropriate in particular limited circumstances. We 
finalized those inquiries with final rules that took effect on January 1, 1995, with the indexing 
methodology. 


In addition, we resolved 14 appeals of Department of Energy remedial orders concerning its oil 
price regulation program. 


To close out our producer program, we completed the review of the 8,110 well determination 
filings submitted by jurisdictional agencies by our May 2, 1994, deadline. With the completion 
of the review of the well determination filings, the producer program has been terminated. 
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In the first quarter of FY 1995, we: 


held a public conference on the issue of whether the cost of new pipeline construction 
should be rolled in with the costs of the current facilities or incrementally charged to 
only those customers who will use the new facilities; 


conducted customer outreach meetings to address the need for changes or expansion of 
the electronic bulletin board data and its use for analyzing the operation of the capacity 
release market; 


issued a notice of proposed rulemaking to revise and update the oil and gas filing and 
reporting requirements, as well as the forms requirements, including a comprehensive 
review of the need for and use of information currently being collected and other data 
requirements for implementing regulatory schemes; and 


issued an order on rehearing on an index method for oil pipeline regulation and issued 
final orders on the cost-of-service and market-based proposals for oil pipelines. 


FY 1995 and FY 1996 Program Issues 


Post-Order No. 636 Implementation Efforts. In this area we will: 


continue to process rate change applications that interstate pipelines will file to recover 
restructuring transition costs and to address cost-of-service and rate issues either deferred 
in or resulting from the restructuring proceedings, most of which will involve formal 
hearings before administrative law judges; 


monitor industry performance under Order No. 636, including the review of conditions 
imposed on such services as storage, operational balancing agreements, upstream capacity 
retention, bidding under the right of first refusal, and other issues raised in petitions or 
complaints before the Commission; 


continue to develop policies and criteria to apply to market-based and other non- 
traditional rate filings, such as incentive rate proposals; 


continue to refine and develop initiatives begun under Order No. 636 such as the 
development of market hubs and the new types of services that pipelines are offering; 


evaluate the effectiveness of the pricing differential methodology in minimizing gas 
supply realignment transition costs; 
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e analyze the information filed under the Electronic Data Interchange standards for the 
electronic bulletin boards; and 


e consider whether to refine the environmental filing requirements for gas pipeline 
construction projects, revise self-implementing environmental procedures, and codify 
environmental review activities. 


Improving Existing Approaches. To carry out our statutory responsibilities more effectively, 
we will: 


e continue our efforts to reduce case processing times for both construction certificate and 
rate change applications; 


e tefine our consumer outreach program to improve public awareness of pipeline 
construction proceedings; 


e continue conducting industry seminars on environmental compliance and cultural resource 
requirements; 
e examine issues and applications relating to the production area, incentive rates, and the 


certificate process, including environmental analysis; 


e use alternative dispute resolution to encourage settlements in gas and oil pipeline rate 
cases; and 
e encourage third-party contracting for environmental documents, which will allow 


Commission-approved third-party contractors to conduct environmental reviews. 
General Rate Issues 


Although regulatory methods and the basic service structure of the pipeline industry have 
changed under Order No. 636, we are still responsible for rate review under the Natural Gas 
Act. To regulate effectively in the new environment of restructured services, we are undertaking 
a review of our rate regulations, reporting requirements, and methods of evaluating rate 
proposals with a view to eliminating duplicative and outdated requirements and providing 
information needed to carry out our regulatory responsibilities in the restructured environment. 


Order No. 636 proceedings caused pipelines to postpone many general rate change proposals that 
they normally would have filed in FY 1992 and FY 1993. We have received many of the 
postponed rate changes during FY 1994, and many of those cases are expected to continue into 
FY 1996. 
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Many of the rate case filings will involve issues which the Commission deferred during 
restructuring for consideration in pending or future rate cases, including: 


e cost allocation; 

e rates of return and depreciation; 

e transportation zones and mileage-based rates; 

e market centers; 

e treatment of storage costs; 

° production area rates; 

e pipeline tariff terms and conditions and their standardization; 

e impact of capacity release on interruptible throughput projections; 

e eligibility and prudence of transition costs for recovery under Order No. 636; 
e effects of discounting on recovery of pipelines’ costs; 

e market-based and other non-traditional cost rate proposals, such as incentive rates; and 
e undue discrimination. 


We expect to receive more complex filings involving issues not raised in the Order No. 636 
compliance proceedings. In addition to traditional cost-of-service and rate issues, these filings 
will involve operational issues, revisions to previously authorized services, and other refinements 
resulting from experience under Order No. 636. We expect that these cases will be more 
difficult to resolve because of the new issues presented and lack of precedent available on which 
to base decisions. 


As pipelines gain experience in the post-Order No. 636 environment, they will refine and modify 
the terms and conditions of their transportation and storage services. They must do so to remain 
current with the operational requirements of the markets they serve. Competition will cause 
downstream pipelines and competing transporters to make proposals and filings to compete on 
an even basis. 


We will develop new methods to monitor pipeline rates and financial information filings to 
ensure that the last-approved rates continue to be just and reasonable. 
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We also expect a number of complaints that the Commission will investigate concerning pipeline 
operations under the requirements of Order No. 636. 


In the post-Order No. 636 environment, pipelines will submit tariff filings in compliance with 
settlements and regulations. These filings will require more intensive interpretative analysis plus 
knowledge of industry operations, precedents, and related cases. Staff must ensure that 
companies are complying with Commission orders. 


The post-Order No. 636 environment is expected to reduce the number of limited NGA section 4 
filings due mainly to the termination of the purchased gas adjustment filings. However, a 
variety of new and potentially controversial miscellaneous and tracking proposals is expected to 
more than offset this reduction. Many of the new tracking proposals will be unique and require 
case-specific analysis and policy determinations. Many of the proposals will be contested and 
will require, at the least, technical conference proceedings. 


Fuel-use tracking filings will increase under the new environment so pipelines can assess 
transportation costs to the appropriate parties. Tracking filings to recover third-party pipeline 
transportation charges may decrease slightly as pipelines are able to shed unwanted upstream 
capacity. 


Pipelines will continue to file imited NGA section 4 cases for the recovery of transition costs. 
Further, as the proceedings that have been set for formal hearing are completed, the resolution 
of the issues that are currently being litigated will have to be applied to these filings. To the 
extent new issues arise, policy will either have to be developed or further issues added to the 
ongoing formal proceedings. A number of pipelines have already settled their transition cost or 
gas supply realignment cost proceedings. The Commission will do what it can to encourage 
additional voluntary settlements of these contentious proceedings. 


While the Commission has resolved the majority of the outstanding Order Nos. 500 and 528 
proceedings relating to take-or-pay, a few cases remain to be resolved. We will attempt to 
decide these cases and continue to process filings that pipelines are still making for interest 
reconciliation. Pipelines are filing for new costs on an infrequent basis. 


Pipelines may propose other tracking filings for specific costs that may not warrant the scrutiny, 
time, and expense of a full NGA section 4 rate case review. We will review these filings for 
their appropriateness under a limited section 4 recovery procedure. We will also review 
subsequent cost-recovery filings for conformity with the authorized cost-recovery mechanism. 


Finally, we will continue to make determinations of market competitiveness of oil pipelines on 
a case-by-case basis and, where appropriate, permit light-handed regulation. 
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Certificates 


With the issuance of Order No. 636, the certificate process has continued the shift from case- 
specific authority to blanket authorizations covering services (sales and transportation including 
storage) and certain construction, abandonment, and miscellaneous activities. The blanket 
authority permits the certificate holder to install limited facilities and offer services without case- 
specific review by the Commission subject to specific reporting requirements, thus expediting 
the initiation of service. This process generates various compliance filings which permit the 
Commission to monitor this activity. 


Certain noncontested pipeline construction activity can be undertaken either through prior 
notificat‘on to the Commission or on a self-implementing basis under the provisions of a blanket 
ceri: which is subject to cost limits and specific reporting requirements. However, major 
construction activity to provide new or additional service requires case-specific authorization. 
This enables the Commission to address various environmental and nonenvironmental certificate 
issues. The Commission will continue its efforts to expedite the processing of case-specific 
certificate applications by identifying necessary regulation changes. It will also review the 
blanket certificate and delegation programs to cover additional construction activity. The 
certificate regulations may be further revised to reflect the change in the industry from a 
primarily merchant function to open-access transportation. 


The bulk of the case-specific certificate activity involves the construction of facilities to provide 
increased transportation and storage-related services and to effect the import/export of gas. 
These cases are often contested, and they raise complex issues requiring a multidisciplinary staff 
to process. 


During FY 1996, we will continue our enhanced public information program on the pipeline 
construction environmental review process, which includes: 


e local pre-construction notification by issuing notices of intent to prepare environmental 
documents; 

° public notification of environmental scoping meetings on proposed projects; 

e public notification of pre-construction site inspections on controversial projects conducted 


by the Commission staff and cooperating Federal and state agencies; and 
° outreach programs to inform the industry and public of our environmental policies. 


Public awareness of construction projects has increased the concerns raised by individuals and 
local governments affected by the placement of facilities, construction methods, and right-of-way 
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restoration. To address these concerns, we continue to work on ways to enhance our 
communication with affected parties and intensify our on-site construction inspection program. 
Early identification of these concerns, particularly environmental, translates into a reduction in 
the overall certificate processing time. 


We will also continue to update and streamline our nonenvironmental review process for pipeline 
construction and operation certificates. This will give pipelines the ability to respond quickly 
to competitive market conditions. In FY 1996, we will continue to: 


e ensure that proposals are complete and include market support before processing begins; 
e convene technical conferences, when necessary, soon after the comment period expires; 
e schedule most preliminary determinations on new construction projects for disposition 


within 120 days after receipt of a complete application; 
e address policy issues to provide regulatory certainty on a generic basis; 


e expedite our review process to meet proposed in-service dates while observing due 
process and all applicable environmental laws; 


e review certificate regulations to identify improvements to the Commission’s certificate 
analysis procedures; and 


e develop procedures to assist new entrants in the natural gas market. 


Compliance/Oversight 


Post-Certificate Conditions. These activities reflect our increased concern with environmental 
monitoring and compliance after certificate issuance. We will conduct both in-house reviews 
of required filings (paper compliance) and site inspections (field audits and on-site inspections). 


We approve construction applications subject to certain conditions. Environmental assessments 
include, on average, more than 10 conditions, and environmental impact statements include, on 
average, nearly 50 conditions (although they may include many more). 


We conduct compliance site inspections during and after construction of a certificated pipeline 
project, sometimes with other Federal, state, and local agencies. Site inspections require: 


e conducting field reviews on most pipeline projects greater than two miles in length and 
on pipelines or above-ground facilities in environmentally sensitive areas; and 
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e scheduling inspections during construction to monitor compliance with construction 
conditions and after construction to monitor restoration. 


We document each site inspection with photographs and a detailed report of activities and 
findings. For larger projects, we use aerial inspection over the entire route followed by a 
ground inspection of problematic areas. When the inspection reveals noncompliance, such as 
damage to a resource or failure to adhere to the required construction or restoration procedures, 
we require the company to bring its project into compliance. Repeated or serious noncompliance 
may require stop-work orders or enforcement action. 


Pipeline Safety. The March 23, 1994, explosion of a Texas Eastern pipeline in Edison, 
New Jersey, highlighted the need for Federal, state, and local officials to ensure that every 
reasonable effort is taken to ensure the safety and integrity of the Nation’s natural gas pipeline 
and distribution facilities. The Department of Transportation (DOT) has the statutory 
responsibility to ensure that pipelines are safe. The Commission will continue its efforts to work 
cooperatively with DOT to enhance the pipeline safety program. The Commission has also 
supported enactment of legislation to provide a comprehensive nationwide "one call" program. 
The legislation is pending before the Congress. 


LNG Operational Safety Inspections. We conduct LNG plant safety inspections in 
accordance with NGPA section 303, which requires the assurance of a plant’s operational 
reliability. We conduct these inspections on a biennial basis, so we can inspect all 15 
jurisdictional facilities every 2 years. 


NGPA Section 311 Construction and Section 2.55 Replacements. These notices and 
reports are environmental monitoring and compliance filings required by Commission 
Order No. 544. Review of these notices and reports enables us to ensure that pipelines comply 
with all environmental requirements and to take follow-up action as required. 


e Section 2.55 Replacement Filings Exceeding Cost Limits: Jurisdictional companies 
replacing natural gas facilities under 18 CFR 2.55 (b) must notify the Commission at 
least 30 days prior to commencing construction if the cost of the project exceeds a 
specified cost limit ($6.6 million in 1994). 


e Section 311 Construction Filings Exceeding Cost Limits: Pipelines contemplating 
construction activity related to NGPA section 311 transportation must provide similar 
notice if the project exceeds the cost limit. 


For those projects that are exempt from the advance notice requirement, we require the filing 
of an annual report containing the same information required for an advance notification. 
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Blanket Annual Reports. This category covers environmental monitoring of compliance by 
those projects automatically authorized under blanket certificate authority and reporting annually 
under 18 CFR 157.207. These reports, among other things, allow the Commission to verify that 
pipelines are complying on their own with standard environmental conditions and keep the 
Commission informed on projects not subject to the prior notice requirement. 


Refunds. When pipeline companies file proposed rate changes, they are usually accepted by the 
Commission, subject to refund. The Commission may order refunds at the end of the 
proceedings that determine the appropriate final rate. We review the refund reports to determine 
if the appropriate parties have received refunds, and if the amounts of the refunds have been 
correctly computed. We expect a slight increase in the number of refunds for FY 1995 and 
FY 1996 because of the higher volume of rate cases filed in FY 1994 and expected in FY 1995. 


Electronic Bulletin Boards. Effective June 1, 1994, pipelines were required to make capacity 
release information available through standard downloadable datasets in Electronic Data 
Interchange (EDI) format. We developed an automated database and retrieval system to report 
on and analyze this downloaded information on a regular basis. Using this automated 
information, we perform industry-wide compliance and oversight activities involving the existing 
capacity release process, focusing on such things as the bidding process, comparison of offers 
and awards, and pipeline segment-level analysis of capacity release. As the use of EDI expands 
into other areas such as nominations, confirmations, and operational data, we will be able to 
monitor the pipeline industry on-line without requiring large reports to be physically filed with 
the Commission. 


Annual Form No. 2 and Form No. 11 Filings Review. We will revamp the filing and 
reporting requirements on these forms. The changes in the information reported will enhance 
our ability to review pipeline costs and revenues and assess pipelines’ performance. 


Accounting and Financial Reporting 
An essential element in the Commission’s rate program is the existence of reliable financial 


accounting information based on sound accounting principles applied to all jurisdictional 
companies. The Commission uses the accounting information to: 


e establish just and reasonable rates under sections 4 and 5 of the NGA; 
e measure historic economic performance; 
° assess compliance with the terms of accepted tariffs; 
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e determine the adequacy of current rates; and 
e construct ratemaking models for the development of future rates. 


The Commission must use sound and reliable financial information in its economic regulation. 
A program of financial audits assures the reliability of this data. The Commission audits about 
60 percent of the 130 jurisdictional natural gas pipelines every 4 years. It audits the other 
companies more or less frequently, depending on factors such as the use of automatic 
mechanisms and the frequency of rate filings. 


In addition to assuring that financial information is reliable and uniform, the audits assist the 
Commission in such diverse areas as: 


e evaluating the overall health of the natural gas industry; 


e determining the financial performance of specific companies; 

° determining potential or actual discrimination by jurisdictional companies in price and 
quality of service; 

° testing the accuracy of information on electronic bulletin boards mandated by the 


Commission and operated by jurisdictional gas pipeline companies; 


° reviewing information needed to monitor incentive rates and rate subsidies properly; 

e testing for discriminatory transactions between jurisdictional companies and their 
affiliates; and 

° ensuring that pipelines comply with the terms and conditions of their approved tariffs and 


certificate requirements. 


Similarly, we administer the Uniform System of Accounts for jurisdictional oil pipelines. We 
audit the books and records of the Trans Alaska Pipeline System and its owners on a cyclical 
basis; we audit all other oil pipelines on an as-needed basis. 


Summary of Natural Gas and Oil Pipelines 
Workload and Resource Needs 


Natural Gas. With the completion of the implementation of restructuring, pipelines will no 
longer be making Order No. 636 filings. Also, as a result of the revisions to our filing and 
Teporting requirements, we expect to terminate the transportation transactions filings. These 
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decreases, along with decreases in the limited NGA section 4 filings, due to the elimination of 
the purchased gas adjustments, will be slightly offset by an increase in other filings resulting 
from pipelines’ experience under Order No. 636. While the number of transportation 
transactions we will complete is large, they will require minimal staff to review and process. 
In contrast, we expect the other filings, resulting from pipelines’ experience under Order 
No. 636, to be very complex, requiring in-depth review and analysis, thereby requiring 
significant staffing resources. 


Certificate work will remain steady through FY 1996. Small decreases in the abandonment 
filings will be offset by similar increases in non-formal certificate work, particularly new storage 
projects, Subpart F Blanket Annual Reports, and Declaratory Orders. We anticipate that 
although workload will remain steady, we will devote increased staff time and resources to 
environmental work, including reviews of proposed projects and post-completion compliance. 


We expect increased workload in refinements to concepts initiated by restructuring as the 
industry completes its move toward full implementation of Order No. 636. As we complete 
these refinement filings, we anticipate our workload shifting toward monitoring and oversight 
activities. These workload trends will evolve as both the industry and the Commission evaluate 
the effects and the impacts of restructuring over the next few years. 


Oil Pipelines. In FY 1996, we will be in the second full year of the revised regulatory scheme 
applicable to the regulation of the oil pipelines. The Energy Policy Act required that we 
streamline our ratemaking methodology and simplify our filing requirements. However, as we 
implement these measures, we expect some companies to file to increase their rates either 
selectively or across the board as allowed under the new rule. These filings are reflected in the 
general tariff and rate increase categories, respectively. We anticipate that the workload growth 
in these categories will lead to more litigated cases as these filings present issues to be resolved 
in formal hearings. 


[See Appendix C for natural gas and oil pipelines workload tables.] 
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HYDROPOWER 


Operating Expenses 
($ in Thousands) 


FY 1995 FY 1996 
Appropriation _Request_ 


$57,531 $49,967 


457 454 





Overview 


Hydropower is a domestic, renewable resource that offers an abundant, clean source of electric 
energy. The 1,624 hydropower projects we regulate represent about half the Nation’s 
hydropower energy generation. Overall, hydropower supplies about 10 percent of America’s 
electric energy and makes up 96 percent of our total renewable energy production. This 
production is about 282 billion kilowatt-hours of energy — equivalent to almost 482 million 
barrels of oil per year. To the degree that this amount of oil saved would have to come from 
foreign sources, hydropower contributes to national security and advances the goal of energy 
self-sufficiency. Hydropower also makes a significant environmental contribution: it prevents 
the discharge of 6.2 billion tons of particulates into the atmosphere annually. 


The Commission regulates non-Federal hydropower for the benefit of the public, considering all 
resources and beneficial uses of the Nation’s waterways. We respond to our stakeholders’ 
interests and to the changing role of hydropower in the Nation’s energy future. We will 
continue to evaluate the need for new capacity development and increased efficiency at existing 
hydropower projects, while keeping in mind environmental requirements. In doing so, we will 
focus on: 


° encouraging and ensuring comprehensive, multipurpose uses of the Nation’s water 
resources, including environmental protection, mitigation, and enhancement; 


° reducing regulatory delay and eliminating as much uncertainty as possible for water- 
resource developers: 
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e ensuring compliance with all Commission authorizations and applicable environmental 
laws; 

° encouraging and ensuring efficient, integrated operations at all licensed and exempted 
projects; 

e encouraging public participation and input in our licensing program; 

e following licensing and relicensing processes that consider the concerns of other Federal 


agencies, state governments, and the public; 


e carrying out a dam safety inspection program to ensure that the aging population of dams 
meets rigorous safety requirements and current dam safety standards; 


° requiring full tests of emergency action plans (EAPs); and 


e providing guidance to the hydropower community to help identify and reduce the 
occurrence of common compliance problems. 


We will continue to look for ways to facilitate our review and decision-making on water resource 
projects. At the same time, we will continue to consider and protect environmental and other 
values. This will ensure that projects are developed and operated in the public interest. Among 
our highest priorities are initiatives to: 


e continue to develop additional hydropower capacity through project upgrades; 


° utilize the third-party contracting option that allows project developers to present us with 
more complete applications, thus enabling quicker action on those applications; and 


° pursue cooperative working relationships with Federal and state agencies. 


Many benefits are derived from water resource development. Part I of the Federal Power Act 
(FPA) requires that we analyze hydropower development in a broad context, because water 
resource development represents one of the most important elements of the country’s 
infrastructure. Some of the major uses for the projects we regulate are power production, water 
supply, irrigation, flood control, navigation, fisheries, wildlife, and recreation. 
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Environmental Analysis 


Statutory Requirements. Several Federal statutes mandate that we consider and mitigate 
environmental impacts of hydropower projects — primarily the National Environmental Policy 
Act (NEPA) and the FPA, as modified by the Electric Consumers Protection Act (ECPA). 


To meet this requirement, we prepare environmental assessments (EAs) and environmental 
impact statements (EISs) or supervise their preparation by contractors. To ensure that we 
examine all important environmental issues, we go through a public scoping process for all 
license applications. During document preparation, we receive comments from other agencies 
and interested parties on a proposal. We issue EAs for comment in all licensing cases. In 
addition, EISs usually include field inspections, public meetings, and technical sessions. Both 
EAs and EISs become part of the record the Commission uses to decide whether to approve or 
deny license and exemption applications. 


Under ECPA amendments to the FPA, we must build a record that includes analyses of proposed 
projects’ consistency with comprehensive plans prepared by Federal or state agencies. To date, 
approximately 650 plans have been filed, and Federal and state planning and resource agencies 
continue to file additional plans. In analyzing these plans, we must determine how the proposed 
project will affect the resources discussed in the plans. We must often negotiate with fish and 
wildlife agencies when agency recommendations on mitigation, protection and enhancement are 
inconsistent with applicable law. 


Under the Endangered Species Act, the Commission must ensure that licensed and exempted 
projects do not jeopardize the continued existence of endangered or threatened species or destroy 
or adversely modify critical habitat. With over 600 species now listed, and over 400 new 
species expected to be listed in the next 3 years, potential conflicts at proposed, licensed and 
exempted projects are expected to increase dramatically. Endangered species issues commonly 
Tequire extensive analysis, as well as consultation with resource agencies, before reaching a 
satisfactory resolution. 


The Supreme Court’s recent decision in PUD No. I of Jefferson County v. Washington 
Department of Ecology broadly construed the ability of the states to impose conditions, pursuant 
to section 401 of the Clean Water Act, on hydropower licenses. Although this case may have 
some future impact on the level of resources devoted by the Commission to hydropower 
licensing, we cannot currently predict what that impact will be. 


Environmental Review Process. We independently analyze likely environmental effects of 


proposed hydropower development and proposed changes to existing projects. This serves as 
a basis for our decision on whether or not the proposed project is a major Federal action that 
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requires an EIS under NEPA. In addition to staff resources, we use contractor support to help 
produce the environmental documents necessary for making these decisions. 


Commission staff reviews every license and relicense application in accordance with the 
comprehensive development standard of section 10 of the FPA, and evaluates the potential for 
proposed or existing projects, in combination with other developments in a basin, to create 
beneficial or adverse impacts. 


Staff also assesses the direct, indirect, and cumulative impacts of proposed or existing projects. 
We will establish a river basin data gathering function to support our cumulative impacts 
analyses. Relicensing activity in the next 14 years will be focused in 36 river basins. Because 
many of these basins also contain other Commission-authorized projects and Federally authorized 
projects, cumulative impacts issues will likely require considerable study and analysis. The river 
basin data we gather will provide this needed information and enable us to determine how and 
when to approach multiple-project reviews. We will use new technology to show spatial 
relationships of environmental resources, hydropower projects, and other developmental 
activities. 


NEPA documents in river basins are linked so we can process licensing, relicensing, and 
exemption cases quickly and comprehensively. After analyzing the environmental, economic, 
and engineering aspects of a proposal, the staff recommends whether to (1) issue a license or 
exemption with conditions that protect, mitigate damages to, and enhance environmental quality, 
or (2) deny the license or exemption. 


Our environmental reviews are not limited to projects with pending applications. We also 
Teview the need to reopen existing licenses for possible amendment proceedings regarding 
cumulative impacts. 


FY 1994 and FY 1995 Program Achievements 


Hydropower Licensing. During FY 1994, the hydropower licensing program had a number 
of important achievements. We: 


° continued processing the relicense applications for licenses that expired in 1993 — for 
this group of 157 applications we issued 40 relicenses, completed 13 additional project 
environmental assessments, issued 6 single- and multiproject draft environmental impact 
statements, and initiated the preparation of 29 other environmental documents; 


° reviewed about 250 sets of comments filed in response to the Commission’s Notice of 
Proposed Policy Statement on the Use of Reserved Authority in Hydropower Licenses 
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to Ameliorate Cumulative Impacts — the comments differed widely as to whether and 
how reopener articles in licenses should be used; 


° reviewed about 160 sets of comments filed in response to the Commission’s Notice of 
Inquiry on Project Decommissioning at Relicensing — the comments reflected a wide 
range of opinions on whether a decommissioning policy was needed, whether the 
Commission had the authority to order decommissioning of projects, and how 
decommissioning would be paid for if ordered; 


e took action on applications for 28 original licenses and 44 relicenses, including 40 of the 
relicenses filed in 1993; 


° completed 35 EAs for 43 license and relicense applications; 
° conducted 18 negotiations with fish and wildlife agencies under section 10(j) of the FPA; 


° negotiated an environmental settlement on the Walters Project, the Commission’s oldest 
pending relicense application; 


° prepared four river basin EAs in cooperation with the U.S. Forest Service for 
hydropower projects located in whole or in part on lands managed by the Forest Service; 


° worked with the Council on Environmental Quality and five other agencies and 
nongovernmental organizations to prepare a Cumulative Effects Handbook that will be 
useful in analyzing hydropower projects; 


e assisted Georgia Power Company, prior to filing an application, on one of the first 
applicant-prepared EAs, reducing the need for staff review after filing; 


° acted as facilitators in the deadlock between New York resource agencies and Niagara 
Mohawk Power Company regarding fish entrainment and mortality studies by meeting 
with these entities and forming a joint study review team; 


e issued 11 relicenses following the development of a settlement agreement between 
Consumers Power Company and five state and Federal agencies — we generally accepted 
the settlement agreement that required a wide range of mitigation and enhancement 
activities by the licensee; and 


° worked to improve policy coordination between the Commission and other Federal 
agencies. 
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Dam Safety and Inspections. During FY 1994, the dam safety and inspections program 
accomplished the following significant actions: 


completed 900 dam safety evaluations and approximately 2,200 dam safety inspections; 
completed 50 emergency action plan tests at major multi-development projects; 
conducted state-of-the-art seismic evaluations to assess the merit of new seismic theories; 


used seismic analysis to evaluate embankment dams constructed by hydraulic fill methods 
and those embankment dams founded on loose, potentially liquefiable soils; 


required safety modifications at more than 90 dams; 


ided technical assistance to the Nuclear Regulatory Commission for its dam safety 
program through a memorandum of agreement (MOA), and provided technical assistance 
to DOE to implement its dam safety program through a similar MOA; and 


signed an MOA with the Federal Emergency Management Agency to provide training 
-2lated to emergency action planning for dam failures to state dam safety officials and 
to dam owners that fall under state jurisdiction. 


Project Compliance and Administration. In the project compliance and administration 
program, we: 
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completed 31 EAs for license or exemption amendments, surrender of licenses, and 
exemption revocations; 


initiated preparation of five EISs; 

reviewed and completed action on about 1,100 post-licensing items; 

initiated 12 reopener article proceedings (the re-evaluation of existing projects to 
determine the need for environmental protection measures not anticipated during original 
licensing), continued work on 13 pending reopener proceedings, and completed work 
on 2; 

compieted 20 compliance audits; 

issued a notice of proposed rulemaking on the hydropower program's administrative 


annual charges program — the proposed changes in the assessment method would impact 
all existing and future licensees and exemptees; 
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initiated settlement efforts in two highly contentious proceedings in California (Lower 
Mokelumne River Project No. 2916 and New Don Pedro Project No. 2299) to ultimately 
determine the amount of water to be allocated to fish resources versus the amount 
allocated to consumptive water users; 


approved 16 efficiency upgrades at licensed or exempted projects totalling 75.3 
megawatts of additional capacity; 


worked extensively with the General Accounting Office (GAO) in its 2-year investigation 
of our compliance and dam safety program, which resulted in a May 1994 GAO report 
finding that the program is being successfully administered; 


assessed more than $600,000 in civil penalty fines for violations, including failures to 
maintain safe public recreational facilities, to maintain required minimum flows, and to 
follow approved plans and specifications in project construction; 


completed headwater benefits determinations for 4 river basins, which resulted in $2.4 
million in headwater benefits assessments, in addition to $6 million in annual 
assessments, for a total assessment of $8.4 million; and 


published a PC computer version of the Commission’s Headwater Benefits Energy Gains 
computer model. 


During the first quarter of FY 1995, we have: 


conducted 284 dam safety inspections; 
completed 182 dam safety engineering evaluation studies; 


served on subcommittees of the Interagency Committee on Dam Safety, tasked to review 
and update the "Federal Guidelines for Dam Safety" published in 1979; 


developed and conducted a training course in developing and testing emergency action 
plans, under an MOA with the Federal Emergency Management Agency, for dam owners 
regulated by the states and emergency preparedness agencies; 

issued 2ight relicenses for licenses that expired in 1993; 


issued 10 draft environmental impact statements involving 34 projects; 


issued final policy statements on the use of reserved authority in hydropower licenses to 
ameliorate cumulative impacts and on project decommissioning at relicensing: 
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In FY 
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issued, for an amendment of license, the first draft EA prepared by a third-party 
contractor; 


issued seven environmental assessments for proposed modifications at licensed or 
exempted projects; 

formed a multi-disciplinary license transition group to ensure that owners of recently 
licensed and relicensed projects clearly understand the terms and conditions of their 


licenses, what they are responsible for, and the steps needed to achieve and maintain 
compliance; 


approved five efficiency upgrades at licensed or exempted projects totalling 15.1 
megawatts of additional capacity; and 


implemented administrative changes for filing aperture cards, thereby eliminating 
duplicative filing requirements. 


FY 1995 and FY 1996 Program Issues 
1995 and FY 1996, we plan to: 
continue to analyze water resource projects consistent with achieving comprehensive 
development, protecting environmental resources, maintaining dam safety, and ensuring 
compliance with authorizations we issue; 
explain our approach to licensing, relicensing, and post-licensing administration through 
interactive activities and outreach meetings with members of the public, resource 
agencies, and the hydropower industry; 


complete our multi-year relicensing activity; 


implement the Commission’s policy statements on decommissioning and cumulative 
impact reopener articles; 


initiate 15 new river basin studies for headwater benefits; 


invesiigate the need tor a compliance staff presence in the regional offices to effectively 
address emerging environmental issues; 


establish a river basin data gathering function to support staff cumulative impact analyses; 
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continue to address the many environmental issues at projects that were built and began 
operation more than 30 years before the enactment of the NEPA; 


increase the frequency of inspections of low hazard potential dams to help ensure their 
safety for environmental and economic reasons; 


improve program efficiency through automated data filing, continued development of a 
consolidated database and management information system, and full development of a 
geographic information system; 


increase staff activities at various times before and after application filing to (1) work 
with potential applicants to implement new third-party contracting provisions, (2) resolve 
pre-filing conflicts between agencies and applicants, (3) conduct scoping meetings before 
preparing all license and relicense EAs, (4) analyze cumulative impacts of multiple 
projects, and (5) participate in settlement conferences; 


investigate and bring into compliance violations of hydropower licensing and exemption 
requirements; 


evaluate the jurisdictional status of unlicensed hydropower projects and start the licensing 
process for those that are required to be licensed; 


encourage licensees to undertake efficiency upgrades; 


require licensees to modify project facilities and operations to accommodate environ- 
mental concerns identified by the Commission and natural resource agencies; 


continue efforts to improve coordination with other Federal agencies; and 
work proactively with our licensees during the critical 6 to 12 months after license 
issuance to improve compliance by ensuring that they understand their regulatory 


obligations, inherent responsibilities, and the steps they need to take to achieve and 
maintain compliance. 


Hydropower Licensing 


We issue three types of authorizations for hydropower development: preliminary permits, 
licenses, and exemptions from licensing. Permits allow holders to study the development 
potential of sites for 3 years with the exclusive night to apply for a license or an exemption 
during the permit’s term. Original licenses are effective for up to 50 years. We issue 
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exemptions to certain small projects in perpetuity; exemptions do not confer on the holder the 
power of eminent domain and are subject to fish and wildlife conditions that Federal and state 


fish and wildlife agencies impose. 


Relicensing. Our licensing workload continues to be affected by the filing of 157 relicense 
applications from projects whose licenses expired in 1993. Throughout the processing of each 
relicense application, we are ensuring (1) full agency and public participation, and (2) open and 
thorough environmental reviews. Relicensing has brought many participants to our proceedings 
who raise a wide variety of issues. We continue to address new and difficult questions on 
project design, operational changes, and the balancing of competing interests. We expect to 
complete the processing of these applications in FY 1996. 


Increased Prefiling and Postfiling Staff Involvement. Federal and state agencies, Indian 
tribes, and the public can and do participate extensively in the licensing process. This participa- 
tion begins as early as 3 years before a license application is filed, when the potential 
hydropower developer follows the prefiling consultation requirements in our regulations. 


These consultation requirements ensure that an applicant considers the broad range of key 
environmental, engineering, and economic factors in preparing an application. The studies 
conducted by the applicant help us evaluate the proposal and expedite processing once we receive 
the application. 


Commission staff will continue to be involved throughout the pre- and post-application filing 
periods. They will, if appropriate, attend meetings between applicants, agencies, and the public 
during the first and second stages of prefiling consultation to help resolve disputes and facilitate 
the preparation of acceptable license and relicense applications. We expect to substantially 
shorten the processing time for such applications. 


Third-Party Contracting. The Energy Policy Act authorized the Commission to permit 
applicants — at their election — to pay outside contractors to prepare environmental documents. 
The Energy Policy Act authority is limited to applications filed after October 24, 1992, the date 
of enactment. However, in response to a Commission request, the Office of Management and 
Budget clarified that the Commission may implement a voluntary third-party contracting program 
for all applications. The third-party contracting authority will be used by those applicants 
wishing to fund the preparation of the environmental document during the prefiling stage of a 
license application. 


It the provisions of the third-party contracting authority are used routinely by applicants, there 
could be a reduced need for contract funds in the future. However, we do not know the extent 
to which third-party contracting will be requested by applicants. 
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Three projects are in the very early stages of the third-party contract process. We expect a 
similar level of third-party contract activity in FY 1996. 


Interagency Cooperation. Under section 10(j) of the FPA, we must include in all hydropower 
licenses specific conditions to protect, mitigate damages to, and enhance fish and wildlife 
resources. We must base the conditions on recommendations from fish and wildlife agencies 
under the Fish and Wildlife Coordination Act. In FY 1996, we expect to conduct 63 section 
10(j) processes. In this process, we: 


° review fish and wildlife recommendations and receive clarification on recommendations, 
if necessary; 
e make a preliminary determination of any inconsistency between fish and wildlife 


recommendations and applicable law (including notifying all parties of the determination); 
e obtain responses of interested parties; and 


° hold meetings at our discretion or as requested by any interested party within 75 days of 
a preliminary determination. 


An example of the high level of interest in our licensing and relicensing activities was the receipt 
of 800 study requests from Federal and state resource agencies, in response to the 157 relicense 
applications. These study requests are an outgrowth of our efforts to make relicensing an 
activity that is truly integrated at the Federal, state and local levels. Whenever possible, we 
will continue to collaborate with other Federal and state agencies in our environmental reviews 
during licensing activities. 


During FY 1996, we will continue to pursue options to expand our cooperation with Federal and 
state resource agencies when conducting environmental reviews, with an objective of reducing 
needless duplication and processing time. 


Dam Safety and Inspections 


We are responsible for inspecting approximately 2,200 dams. These are dams under license or 
exemption and dams at projects we have found to need a license or exemption. Our dam safety 
program complies with the Federal Guidelines for Dam Safety issued under a Presidential 
Executive Order. We developed our dam safety program to ensure that the dams under our 
jurisdiction are properly constructed, operated, and maintained. 
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Over two-thirds of jurisdictional dams are more than 50 years old. As dams age, concern over 
their safety and integrity grows. Therefore, project oversight and a periodic inspection program 
are extremely important. 


Our periodic inspections verify the structural integrity of dams. They identify necessary 
maintenance and remedial modifications. Inspections during project construction ensure that the 
project, as actually built, complies with the approved design. Inspections also ensure that 
projects get the maintenance they need and that licensees comply with license provisions. This 
safeguards the goal for projects to fully realize multipurpose benefits. 


Through inspections we identify safety problems at projects before they lead to dam failure or 
jeopardize public safety. This aspect of the program: 


e prevents the loss of life and property damage; 


e identifies maintenance needed to avoid dam safety problems; 
e maintains electrical capacity and energy production; 

e safeguards water for domestic, industrial, and irrigation use; 
° ensures flood control capabilities; 

° protects the environmental values of the project; and 

e protects the public’s safety during recreational activities. 


We conduct periodic inspections from the time we receive an application for a proposed project 
through project operation. These include prelicense, construction, operation, exemption, public 
safety, special, and independent consultant inspections. We also make unscheduled inspections 
to investigate potential dam safety problems, unlicensed projects, complaints about the 
construction and operation of projects, safety concerns related to natural disasters, and 
compliance issues. 


In addition, economic and environmental concerns have increased the need for more frequent 
surveillance of low hazard potential dams. While failure of a low hazard potential dam presents 
a low potential risk to life and property, experience has demonstrated that incidents at these 
dams can cause significant economic and environmental impacts. 


Environmental and Public Use Inspections. The reservoirs at non-Federal hydropower 
projects provide extensive recreational opportunities for the general public. Recent estimates 
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show that about 100 million recreation-visitor-days are spent each year at jurisdictional projects. 
The safe use of the projects by the public is an important Commission concer. 


Environmental specialists conduct environmental and public use inspections of projects with 
major recreational developments. The focus of the inspections is protection of the environmental 
resources, ensuring that the recreational facilities are operated safely, and confirming that the 
project is in compliance with the environmental and public safety requirements of the license or 
exemption. 


Periodic Inspection by Independent Consultant. Commission regulations require that an 
independent consultant inspect and evaluate all major licensed and exempted dams every 5 years. 
The consultants conduct site inspections as well as evaluate or confirm the adequacy of the 
spillway capacity and structural stability of the dam. We use the results in conjunction with 
annual inspections to ensure the safe operation of the project. 


Dam Safety Engineering Evaluations and Studies. Our dam safety program requires engi- 
neering reviews, evaluations, and studies during construction, operation and maintenance of 
dams and related facilities to ensure their long-term structural integrity. These include: 


e the review of plans and specifications for new project construction, major dam safety 
modifications, and repairs; 


e engineering evaluations to ensure dam safety during predicted seismic and hydrologic 
events; 

e review of design analyses for dam safety improvements; 

e review of requests for exemption from the requirements for emergency action plans and 


independent consultant inspections; and 
° the engineering evaluation of significant hazard potential projects. 


Determining the impact on dams of natural disasters, such as the recent earthquake in California 
or the floods in the Midwest and Georgia, is an important and continuing effort. During 
FY 1996, we will continue to emphasize detailed evaluations of the effects of seismic activity 
on dams as a result of additional knowledge developed from recent seismic events in the United 
States. We will apply this information when investigating and analyzing, consistent with state- 
of-the-art methodologies, embankment dams constructed by hydraulic fill methods and those 
founded on loose, potentially unstable soils. Dam safety and inspections staff will direct the 
necessary studies by the dam owners at each stage of the work. We will also continue working 
on evaluations of large flood events as they affect the safety of dams. 
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The criteria used in, and the analytical approach applied to, dam safety evaluations are important 
elements of a sound dam safety program. To provide guidance to our engineering staff and dam 
owners, we publish Engineering Guidelines for the Evaluation of Hydropower Projects. We 
expect to publish additional chapters to our Engineering Guidelines on such matters as arch 
dams, buttress dams, instrumentation and monitoring of dams, and water conveyance facilities 
(penstocks, canals, and other conduits). 


Emergency Action Plan Reviews and Tests. Since 1981, we have required licensees and 
exemptees to submit an EAP for projects found to have the potential for the loss of life and 
property in the event of dam failure. After the regional office reviews and approves the plan, 
the licensee or exemptee updates the plan annually. Every 5 years, licensees must update and 
refile the plans. This includes coordinating with state and local emergency-preparedness 
agencies. We verify that plans are current during our periodic inspections. 


in ..iditiom to an annual test for licensed project operators, each licensee is required to conduct 
a fun.:. ‘al exercise of an EAP every 5 years, to test the readiness of licensee personnel and 
to involve state and local emergency preparedness agencies responsible for evacuation. These 
exercises are consistent with the national policy guidance of FEMA on emergency preparedness 
regarding natural disasters. The effectiveness of emergency planning is a critical element in any 
overall dam safety program. 


Dam Safety Modifications. Our staff identifies the need for a dam safety modification 
through inspection and evaluation, an analysis of an independent consultant’s report, or on the 
basis of an owner’s analysis. We base modification decisions on field investigations, laboratory 
tests and engineering analyses in accordance with our Engineering Guidelines, and review any 
further investigations and analyses to solve the problem. After approving a design for a 
modification, we inspect the actual work. These inspections ensure the use of approved 
construction methods, ensure that the construction conforms to the design, and help us determine 
if site conditions warrant changes in design or construction methods. Project operators may 
need modifications to: 


° increase the capacity of spillways to handle floods; 

e provide overtopping protection for embankments during unusual flood events; 

e repair weathered concrete, particularly at slab and buttress dams; 

° repair embankment dams subject to liquefaction resulting from seismic activity; and 

° improve the structural stability of dams, especially those on complex foundations with 


weak geologic features. 
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Project Compliance and Administration 


We monitor and investigate compliance with the FPA, Commission rules and regulations, and 
the terms and conditions of more than 1,900 licenses, exemptions and preliminary permits. 
Meetin;, requirements for dam safety, public safety, and environmentai reviews protects life, 
health, property, and the environment. We make sure licensees and exemptees comply with our 
policies to realize the multipurpose benefits of water resource developments. 


The compliance program includes investigations of actual incidents or allegations of noncompli- 
ance with our requirements; ensuring technical, environmental and engineering analyses; and 
taking actions to resolve instances of noncompliance. When compliance violations merit 
assessments of civil penalties, we prepare notices of proposed penalty, assessment orders, and 
settlement agreements. We also evaluate project compliance to see what license conditions or 
changes are necessary during the relicensing process to reduce compliance problems. 


Compliance Monitoring. All licenses and exemptions contain conditions regarding the 
corstruction and operation of the hydropower projects to meet increased environmental 
prot. ~* and public safety requirements. Monitoring compliance with the complex terms and 
cond:tivtis in the large number of licenses and exemptions we issued in the 1980s will continue 
to be a significant part of the compliance workload. As new licenses are issued, a surge in 
project compliance and administration workload typically develops during the next | to 2 years, 
consisting of the post-licensing filings needed to meet procedural, structural, operational, 
environmental, and other requirements. Accordingly, we foresee increased workload in 
FY 1996, particularly in the environmental amendments area. 


Our compliance staff maintains regular contact with licensees, exemptees, Federal and state 
agencies, and environmental organizations. This improves communication and ensures better 


compliance monitoring. 


We initiate a compliance action when a licensee or exemptee does not: 


° construct the project as specified within the required time frame; 

e operate the project within the requirements of the authorization; 

e maintain the project as required by the FPA and our rules and regulations; or 
e perform other actions we have required. 
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Compliance Actions. As part of our compliance efforts, we: 


° issue Overdue action letters for items that are more than 30 days overdue, advising the 
licensee that (1) it is in violation, and (2) it should submit the items or request an 
extension of time; 


e issue letters of inquiry to licensees that typically forward an allegation or complaint and 
require the licensee to respond; 


° issue directives that (1) require licensees to immediately perform actions, and (2) may 
notify licensees that they are in violation and subject to penalty or other enforcement 
actions; 

e issue compliance orders pursuant to section 31(a) of the FPA when licensees have failed 


to comply and have received proper notice; 
e revoke licenses and exemptions for violations of final orders; and 
e assess civil penalties. 


Hydropower License Compliance Tracking System (HLCTS). Automation has improved 
our compliance efforts. The HLCTS documents every filing requirement of each license, 
exemption, and preliminary permit, and allows us to efficiently monitor compliance with our 
regulations and orders. 


Compliance Audits. Compliance audits are field evaluations we conduct with multi- 
disciplinary teams. We tailor these teams for specific compliance problems. Compliance audits 
help licensees and holders of exemptions understand and comply with the requirements of their 
licenses and exemptions. This program initiative extends beyond the traditional regulatory 
posture of responding to filings and uses Commission expertise to help project owners comply 
with the conditions that protect significant resources. 


Compliance History. To determine a project’s compliance history, we make a thorough search 
of our records for the past 50 years. This ascertains a licensee’s record of compliance with the 
terms and conditions of the project’s existing license. The results are used when determining 
whether or not the licensee should receive a new license and, if so, under what conditions. 


Unlicensed Constructed Projects. There are some operating hydropower projects that may 
need to be licensed in accordance with section 23(b)(1) of the FPA. These unlicensed 
constructed projects may pose public safety and environmental concerns. 
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We will continue to investigate unlicensed projects in FY 1996. We find these projects through 
record searches and information from other Federal and state agencies and individuals. Each 
project requires investigation, including a site inspection, to help us determine whether it is 
jurisdictional. 


Headwater Benefits Studies. Section 10(f) of the FPA requires assessment of headwater 
benefits. Benefits are the additional hydropower production made possible by the regulation of 
streamflow by Federal reservoirs and Commission-licensed projects located in the headwaters 
of river basins. 


These studies — for which we use sophisticated computer models — determine the charges we 
levy against owners of hydropower projects deriving benefits from upstream Federal or 
Commission-licensed projects. The owners of the downstream projects must pay for the benefits 
received, as well as for the costs of conducting the studies. 


This program produces revenues that help pay for Federal water resource projects managed by 
the Corps of Engineers, the Bureau of Reclamation, and the Bonneville Power Administration. 
In FY 1996, we expect to generate $10 million in revenue from annual headwater benefits bills 
and complete eight initial headwater benefits determinations that should provide additional 
revenues to the U.S. Treasury of about $7.6 million. We also expect to begin eight additional 
headwater benefits investigations. 


Post-Licensing Amendments. The significant rise in demand for water resources over the 
past several years has substantially increased requests to modify licensed hydropower projects. 
At the time a project is licensed, not all potential adverse impacts are foreseeable. Through 
reopener articles in the licenses, the Commission reserves authority to institute, after notice and 
opportunity for hearing, changes to project structures or operations, where warranted, to protect, 
conserve, or enhance a variety of important environmental resources. 


Regional Compliance Staff Presence. We plan to investigate the need for the presence of 
compliance staff in our regional offices, and to relocate a limited number of compliance staff 
to those offices, if appropriate. Staff will be placed where local issues and regional concerns 
warrant continued, significant staff involvement on resource issues involving multiple projects, 
cumulative impact analyses, and the coordination of regional responses to Endangered Species 
Act problems. 


Such issues include the major fish restoration programs, such as the ongoing Atlantic salmon 
restoration program in the Northeast, and the dramatic declines in the fish stocks in the Pacific 
Northwest. Current anadromous fish stocks in rivers and tributaries from Northern California 
to Washington State are at a fraction of the historical levels. As a result, Federal resource 
agencies are under continuing pressure to list these fish species as threatened or endangered. 
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The Endangered Species Act obligates the Commission to evaluate the impacts of existing 
projects on endangered species. The listing of three salmon species in the Columbia River basin 
alone has caused unprecedented impacts to hydropower production in that basin, with generation 
loss estimated in the millions of dollars. There are over 150 more fish species under 
consideration for possible listing. This undoubtedly will have significant impacts on non-Federal 
hydropower development. 


Competition for limited water resources is similarly evidenced by such proceedings as the San 
Francisco Bay Delta proceeding. This proceeding involves potential reallocation of water 
resources from various uses including municipal, irrigation, and hydropower, in order to provide 
for enhancements to the Bay ecosystem. Over 150 projects are potentially impacted by the Bay 
proceeding. 


The substantive increase in population in the southeastern part of the country creates ever- 
increasing demands for water supplies, which are frequently sought from large-volume reservoirs 
created by non-Federal hydropower developments under license. As the water supply demands 
increase, conflicts between competing uses and users materialize. 


Summary of Hydropower Workload 
and Resource Needs 


FY 1996 will be a transition year for workload in the hydropower program. The general shift 
will be away from relicensing, which has been our focus for several years, toward increased 
postlicensing activities involving both compliance and dam safety matters. By the end of 
FY 1996, we expect to have completed the 157 relicense applications from projects whose 
licenses expired at the end of 1993. We will also begin a new prefiling activity — the river 
basin data gathering function to allow for improved cumulative impacts analyses. 


Hydropower Licensing. We expect a significant reduction in the pending licensing workload 
by the end of FY 1996 due to a substantial decrease in the number of relicense and major new 
capacity license applications and completion of a large number of pending relicensing cases. 
The continued use of contractor support has supplemented staff work while accommodating the 
need to conduct thorough environmental analyses to meet ECPA and NEPA requirements. 
These resources also will help avoid delays in processing the remaining relicensing applications 
and reviewing new capacity projects. However, the funding requirement for environmental 
contractor support will decrease from FY 1994 to FY 1996. 


In FY 1996, we expect to prepare 32 NEPA documents for over 70 license or relicense 
applications. Many of these applications raise complex issues that will require an EIS. We plan 
to complete five EISs on individual projects, and 12 more encompassing 53 projects proposed 
in areas within defined river basins. 
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We expect the number of applications for new capacity hydropower projects to remain relatively 
low. However, these applications will continue to raise new and difficult engineering, 
environmental, economic, and legal issues. These issues will require us to address a number 
of policy questions and to balance conflicting resource considerations while finding unique, site- 
specific, and basin-wide solutions to licensing proposals. 


The FY 1996 budget request also supports a continuing staff effort to help applicants — as well 
as Federal, state and local resource agencies — to better understand the Commission’s licensing 
requirements. This will include more frequent staff attendance at meetings in the project area 
to assist applicants, at their option, to substantially complete NEPA documents prior to license 
applications being filed — either through the applicants’ use of third-party contractors for EIS’s 
or through the use of applicants’ in-house staff or contractors to prepare environmental 
assessments. 


Dam Safety & Inspections. Inspection workload will remain high in FY 1996. We plan to 
conduct in-depth dam safety evaluations on the structural integrity of approximately 1,000 major 
hydropower projects. We will also conduct over 2,200 dam safety inspections, and 240 environ- 
mental and public use inspections. This workload is extremely important and will require 
continuing high levels of staff attention because: (1) dams are aging, (2) new techniques identify 
hazards sooner and more accurately, (3) new seismic data will require updated evaluations, and 
(4) improvements in determining maximum hydrologic events will require re-evaluations of 
spillway designs and hazard potential ratings of dams. Furthermore, recent discoveries of inade- 
quate construction activities at licensed projects have led us to increase the frequency of 
inspections at projects where the potential exists for significant environmental or other damage. 
This budget request includes contract funds for recognized experts who will help conduct the 
analyses required for complex dam structures, and develop necessary remedies to assure 
structural integrity. 


We expect dam safety modification workload to remain high through FY 1996, as improved dam 
safety instrumentation programs help identify problems in aging dam structures. Contractor 
support will supplement staff resources in the area of dam safety modifications. This support 
includes dam safety research and analysis to provide the program with the latest techniques 
needed to identify and resolve seismic, hydrologic, and geotechnical problems, and to develop 
improved analytical tools. 


Compliance and Administration. The workload in the project compliance program is 
expected to increase in FY 19S5 and FY 1996. This increase is due to: (i) the large number 
of licenses we issued in the 1980s: (2) the increased number of conditions included in licenses, 
particularly those related to environmental protection, mitigation, and enhancement: (3) the new 
licenses the Commission will have issued from the large number of relicense applications; (4) the 
need to ensure consistency with a basin-wide comprehensive development standard: and (5) the 
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increased application of reopener articles to address emerging environmental issues. We expect 
this workload to peak by FY 1997, as the large number of relicenses the Commission will have 
issued results in compliance filings — many of which are due in the first few years of the new 
license. Additional staff for this increased workload is not requested, because the high level of 
workload is not expected to continue indefinitely. 


Relicenses issued in FY 1994 and FY 1995 will place greater emphasis on environmental 
mitigation and enhancement. These new licenses will also identify environmental issues that will 
need to be addressed at other existing projects. Ultimately, we will ensure that all projects 
regulated by the Commission comply with the comprehensive development requirements of the 
FPA throughout the terms of their licenses or exemptions. 


We will complete headwater benefits investigations that we have targeted for priority action to 
ensure that appropriate revenues continue to flow into the U.S. Treasury as compensation for 
the benefits that our licensees derive from upstream Federal improvements. 


[See Appendix D for hydropower workload tables. ] 
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ELECTRIC POWER 


Operating Expenses 
($ in Thousands) 


FY 1995 
Appropriation 


TOTAL PROGRAM $35,639 


FTEs 340 





Overview 


We regulate the wholesale power rates, transmission service and rates, and corporate activities 
of about 200 investor-owned electric utilities, as well as a few rural electric cooperatives not 
regulated by the Rural Utilities Service. We also determine qualifying facility status for small 
power producers and cogenerators under the Public Utility Regulatory Policies Act of 1978 
(PURPA), determine exempt wholesale generator status under section 32 of the Public Utility 
Holding Company Act (PUHCA) as amended by the Energy Policy Act, and review the rates 
of the five Federal power marketing administrations. 


We analyze and act on filings involving: 


wholesale power sales, and transmission of electric energy, in interstate commerce by 
public utilities; 


applications to order transmission service; 
exempt wholesale generators; 

small power producers and cogenerators; 
corporate mergers and acquisitions; 


security issuances and assumptions of liabilities; 
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interlocking directorates; 
power marketed from Federal hydroelectric projects; and 
accounting and financial reporting issues. 


FY 1994 and FY 1995 Achievements 


In the electric power program, we: 


48 


continued implementation of the Energy Policy Act and related matters by (1) issuing a 
proposed rule regarding the recovery of stranded costs, (2) taking action on seven 
applications for transmission services filed pursuant to the amended section 211 of the 
-ederal Power Act (FPA), (3) approving 87 exempt wholesale generator applications, 
(4) issuing the transmission information rule under section 213(b) of the FPA and 
receiving the first set of information filings, and (5) issuing a final rule on notice 
requirements under section 211; 


initiated a re-examination of Commission pricing policy, including holding a technical 
ccnference on transmission pricing and working toward development of a transmission 
pricing policy statement, issued in October 1994; 


revised the Commission’s analysis of undue discrimination in transmission services by 
adopting a comparability standard; 


revised the Commission’s analysis of the public interest for approving mergers by 
adopting a requirement that comparability tariffs be filed by merging utilities; 


issued a proposed rule regarding the permissible types of investments for utilities’ nuclear 
plant decommissioning trust funds; 


made our automated Rates and Tariff Index System (RATIS) available to the public 
through remote public access; 


revised the Commission’s policy regarding its jurisdiction over sequential merger activity 
involving public utility holding companies; 


issued six Opinions and seven rehearings of opinions, including an opinion regarding the 
ability of a utility to recover unamortized investment, expenses, and decommissioning 
costs for a nuclear generating unit that was prematurely shut down; 
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e processed approximately 700 rate filings received during an "amnesty window” that 
closed December 31, 1993; 


° issued a policy statement on coordination transaction ratemaking treatment for emission 
allowances under the Clean Air Act Amendments of 1990; 


e accepted applications for power marketer status from a growing number of applicants 
(power marketer filings now total about 75); 


e received filings by three regional transmission groups located in the western United 
States and conditionally approved two in October 1994; 


e carried out rulemaking proceedings on a variety of other matters, such as treatment of 
confidential responses to Form 580 fuel reports, recovery of DOE nuclear assessments, 
and clarification of the Commission’s requirements for certification of qualifying 
facilities; 


e acted on several controversial merger applications, including issuing a hearing order on 
the proposed El Paso-Central and South West merger, issuing a final opinion approving 
the Entergy-Gulf States merger, and accepting the PSI-Cincinnati Gas & Electric 
Company merger; 


e issued the Annual Qualifying Facilities Report providing comprehensive information on 
qualifying facilities certified from the inception of PURPA; 


° completed the seventh biennial review of fuel and energy purchase practices of public 
utilities during the 1990-91 period pursuant to section 205(f)(2) of the FPA; 


e issued a staff report on the response of electric utilities to the record cold temperatures 
that hit the eastern United States in January 1994; 


e developed and field-tested a software application for electronic filing of FERC Form 
No. 1, Annual Report of Major Electric Utilities, Licensees and Others, and on 
December 29, 1994, issued a final rule requiring electronic filings, beginning with the 
1994 reporting year; and 


° initiated a major new inquiry about the function and regulation of power pools, including 
new institutional arrangements to increase wholesale power competition. 
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FY 1995 and FY 1996 Program Issues 


The Commission has undertaken significant initiatives to implement the electric provisions of 
the Energy Policy Act and foster Congress’ goal to encourage a competitive bulk power market. 
Because competition, not deregulation, is coming to the electric industry, this effort will entail 
an increase in workload. We have laid the groundwork to help ensure that increased competition 
and new ways of doing business will provide benefits to consumers. FY 1995 and FY 1996 will 
demand continued high levels of effort and vigilance to provide for a smooth transition to a 
competitive industry. While this effort will take place alongside the processing of a growing 
number of traditional filings, we believe this increase in regulatory effort will promote greater 
consumer benefits. 


Helping Utilities Meet Power Resource Needs 


Even with greater efforts toward conservation and load management, utilities will likely need 
Subdsta° a! additional capacity to avoid capacity constraints and reliability problems during the 
next Gec_de. Some utilities are preparing for this likelihood by constructing new capacity or by 
arranging for purchases of generating capacity from new generating entities. We expect an 
increase in FY 1996 in the number of rate applications from traditional utilities seeking to 
recover the costs of new construction or power purchased elsewhere. 


Traditional utilities are increasingly relying on non-traditional sources to satisfy their generation 
needs. A new non-traditional power sector has emerged to supply the power needs of some 
traditional electric utilities that are reluctant to take on new construction themselves. These non- 
traditional companies — including both affiliated power producers (APPs) and independent 
power producers (IPPs), qualifying cogenerators and small power producers — are constructing 
generating facilities for the purpose of selling their output to existing utilities. The growth of 
non-traditional power suppliers has contributed to increasing levels of competition in the electric 
utility industry and will increasingly be a factor in the Commission’s new approach to electric 
power regulation. 


January 1994 Cold Wave and the Industry’s Response 


During the week of January 16, 1994, large portions of the eastern half of the United States 
experienced record low temperatures, creating record high demands for electricity and severe 
strains on generation and transmission systems. After implementing a variety of less severe 
steps to increase generation and moderate load, on January 19, 1994, Virginia Electric and 
Power Company and utilities within the Pennsylvania~-New Jersey-Maryland Interconnection 
implemented controlled toad shedding to preserve the integrity ot the interconnected network. 
Electrical service to over 2,300 megawatts of firm load customers was interrupted on that 
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morning. That afternoon, an energy emergency was declared in the District of Columbia, 
leading to the shutdown of all nonessential commercial, industrial and governmental activities 
for the rest of that day and the following one. 


On January 26, 1994, the Commission instituted an inquiry on sales, purchases, and transmission 
transactions during this period of record cold to find out how well the industry dealt with the 
emergency, and to determine what changes need to be made to improve our program. 


On May 31, 1994, the Commission issued a staff report on electric utility responses to the 
January cold wave. Staff concluded that the electric power system performed well during the 
extremely cold weather that hit the eastern United States. The report also made the following 
recommendations: (1) improve interregional communications systems to help utilities better 
communicate their supply needs during severe system conditions; (2) design tariff arrangements 
to facilitate utility purchases from non-traditional trading partners during emergencies; and 
(3) im: 2 procedures for updating transmission system ratings during emergencies. The report 
conclu: that these incremental improvements may help reduce the extent and duration of power 
supp!v _.ergencies by better assuring that all available resources are used to resolve extreme 
electy. system emergencies in the future. We will continue to monitor similar situations as they 
relate to Commission jurisdictional matters. 


Transmission Access and Pricing 


A key element in meeting the industry’s future power needs is transmission service. Assured 
open transmission access — that is, access available to all buyers and sellers of wholesale power 
— is necessary for non-traditional sources of generation to compete effectively with traditional 
electric utilities. Such access must be on a just, reasonable, and not unduly discriminatory or 
preferential basis. 


The electricity provisions of the Energy Policy Act expanded the Commission’s authority to 
compel a utility to provide transmission service. Specifically, Congress modified section 211 
of the Federal Power Act to allow the Commission to order transmission services, upon request, 
if it finds the request is in the public interest and will not unreasonably impair utility system 
reliability. This provision has given the Commission the ability to sharply reduce the monopoly 
power that transmission system owners can exercise by favoring the transmission of their own 
electric generation supplies over the transmission of other generation supplies. In addition, 
voluntary transmission tariffs of broad applicability provide even greater assurance that market 
power cannot be exercised. A number of such tariffs have been filed. 


On May il. 1994, the Commission issued an order on an open access tariff (American Electric 


Power Service Corporation), which set forth a legal requirement that utilities provide 
comparability of service. This order requires transmission owners to offer third parties the same 
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uses of their systems that they provide to themselves. The order lays out a "Golden Rule" for — 
transmitting utilities — do unto others as you do for yourself. The Commission is in the process 
of analyzing what comparability is and how it will be implemented in order to resolve a number 
of complex legal, technical, and policy issues. The Commission expects to define the 
comparability requirement in greater detail in the weeks and months ahead, and to examine in 
detail how broadly both comparability and open-access requirements should be applied. 


The Commission also conducted a comprehensive inquiry into whether fundamental changes 
should be made in the historical transmission pricing practices of the past half-century. Our goal 
is to reform our transmission pricing, as necessary, to serve the long-term purposes of increased 
competition, reliability, efficiency, and equity based on what we learn through the pricing 
inquiry. To help carry out that goal, the Commission issued a transmission pricing policy 
statement in October 1994, which permits a wide range of non-traditional pricing proposals to 
be filed, such as distance-sensitive pricing, loop flow pricing, and other innovative concepts. 


Because transmission access is an essential element in creating a competitive wholesale market 
for electric power, we expect an increase in the number and complexity of transmission-related 
filings, both requests under section 211 for Commission-ordered transmission access and 
voluntary filings of open access transmission tariffs. Under section 211, we have received 16 
transmission access applications so far. Of these, seven have been granted, one has been 
rejected, one was withdrawn, and seven are awaiting action. We expect workload to include: 


e applications requesting the Commission to order transmission, and voluntary offers of 
open access transmission; 


e disputes about transmission system reliability as existing capacity becomes more fully 
utilized and more frequently constrained; 


° new approaches to the pricing, terms, and conditions of both firm and nonfirm trans- 
mission service; 

° issues related to stranded investment in generating plants as a utility's existing wholesale 
customers use transmission access to purchase power and energy from other sources; and 


e proposals for voluntary transmission associations (regional transmission groups) to deal 
with the increasingly complex technical aspects of enhanced transmission access, dispute 
resolution, and multiparty system planning. 


This caseload is new and shows no sign of peaking or leveling out; therefore, we cannot quantify 


the full workload impact at this time. However, it is clear that these complex issues will call 
for the Commission to expand and build upon its technical and power system engineering skills. 
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Additionally, unless the industry can agree to resolve technical disputes without resorting to 
complaints before the Commission, the staff will require enhanced power system analytical 
capabilities, such as computerized power flow simulation models, to effectively address these 
issues. 


Regional Transmission Groups 


In order to capitalize on local public and private resources, we are encouraging regional 
transimission groups (RTGs) to help implement transmission services and resolve transmission 
issues. The Commission issued a policy statement on July 30, 1993, encouraging the 
development of RTGs, and providing guidance regarding the basic components that should be 
included in RTG agreements filed with the Commission. 


The policy states that properly functioning RTGs will serve the public interest by (1) enabling 
the market for electric power to operate in a more competitive — and thus more efficient — 
manner, and (2) providing coordinated regional planning of the transmission system to assure 
that system capabilities are adequate to meet system demands. RTGs will decrease the delays 
that are inherent in the regulatory process, resulting in a more market-responsive industry. 
RTGs may also significantly enhance regional transmission planning by providing a mechanism 
for cooperation among state commissions and the utilities they regulate. The policy statement 
also invites proposals for the Commission to extend deference to agreements reached voluntarily 
under an RTG, such as those reached pursuant to alternative dispute resolution procedures. 


Thus, RTGs have the potential to provide substantial benefits to the public and the Commission 
by relieving regulatory burdens, and by providing a forum for consensual agreements within new 
regional institutions. They can channel the expertise of the electric utility industry toward 
resolving technical issues relating to transmission system operations and toward planning the 
transmission system to meet the needs of all parties. 


The first three RTG filings were made by western utilities in FY 1994. The Commission 
accepted two of the proposals on the condition that the RTGs modify their agreements (1) to 
ensure that the planning process would result in a single regional coordinated transmission plan 
to be supported by all members, and (2) to require that all members commit to offer comparable 
transmission service, either under individual tariffs or under a regional tariff. 


In the future, we will have to address the responses of the two RTGs to whom we have given 
conditional acceptances, and reach resolution on the pending filing. In addition. our ongoing 
close interactions with other pools and utility affiliations indicate that three RTG filings are being 
developed, and four other groups are strongly considering filing RTG status. We expect RTG 
filings will constitute a considerable workload in FY 1995 and FY 1996. 
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Non-traditional Power Producers and Power Marketers 


Non-traditional power producers are entities that own and/or operate generation facilities whose 
output is sold to traditional electric utilities for resale. They may be independent power 
producers or they may be affiliated with traditional investor-owned utilities. One class of non- 
traditional power producers is exempt wholesale generators (EWGs). 


Since independent power producers generally lack market power, we usually permit them to 
charge market-based rates. Those affiliated with traditional utilities also may sell at market- 
based rates, but they present an array of difficult self-dealing and affiliate abuse issues that are 
not presented by truly independent power entities. This situation requires extra scrutiny by the 
Commission, and often requires specific conditions to prevent affiliate abuse. 


Power marketers are a special kind of non-traditional power supplier in that they buy and sell 
pow: ° ! neither own generation or transmission facilities nor have a franchised service 
terniory. While marketers do not increase the amount of capacity available to meet the needs 
of consumers, they can contribute to increased market efficiency to the benefit of ultimate 
consumers. We have authorized certain power marketers to charge market-based rates subject 
to approoriate conditions and have waived some of our regulations for them. The Commission 
has s2ce.ved about 75 applications from non-traditional power marketers. We expect the number 
of filings involving power marketers to rise during FY 1996. 


We have developed new analytical procedures for reviewing filings made by non-traditional 
power suppliers. These suppliers typically request waivers from existing filing regulations and 
from accounting and annual Form No. | or 1-F reporting requirements. They generally do not 
establish their rates on a traditional cost-of-service basis. We will continue to process non- 
traditional suppliers’ filings on a case-by-case basis to ensure that the proposed rates are just and 
reasonable. More experience evaluating market-based rates will help us develop criteria to 
simplify and standardize the non-traditional supplier’s rate application process. 


Exempt Wholesale Generators 


The Energy Policy Act gave the Commission authority to determine, upon application, the EWG 
status of firms engaged in owning or operating facilities used for the sale of power at wholesale. 
EWGs are exempt from the requirements of the Public Utility Holding Company Act. Many 
of these EWGs are affiliates of U.S. companies doing business overseas, often in newly 
privatized electric industries and markets. We expect EWGs to provide a significant percentage 
of new domestic generation requirements in years to come. 
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Through December 1994, we have received 201 applications for EWG status. Even though the 
Commission’s role is largely ministerial, we expect to see some increase in workload concerning 
EWG applications until interpretation issues concerning the statute are resolved. Moreover, 
since many EWGs will become public utilities when they start making power sales, we anticipate 
increases in rate and other filings by EWGs in FY 1996 and beyond as projects begin operation. 


Cogenerators and Small Power Producers 


As our experience with EWGs develops, our experience with another class of non-traditional 
power producers — cogenerators and small power producers — continues to evolve. PURPA 
gives us the authority to certify small power production and cogeneration facilities as qualifying 
facilities (QFs) and, in certain cases, to exempt them from some Federal and state regulations. 
Our PURPA regulations require electric utilities to offer to buy electricity from QFs. 


QF applications continue to raise numerous new issues, including: 


° novel uses of waste and renewable resources as fuel for small power production facilities, 
as well as unusual applications of the thermal output of cogeneration facilities; 


e more frequent participation in QFs by electric utilities; 

° an increase in proposals to include transmission lines as part of the facility; 

° complex ownership and financing arrangements supporting QF projects; 

e more frequent requests for waiver of the Commission’s QF regulations; 

e challenges to state proceedings concerning power pricing and jurisdictional issues; 

e more frequent challenges by local government entities, utilities and private organizations 


to applications for QF status; and 
e requests that the Commission revoke certification of certain QF projects. 


As part of its PURPA oversight activities, during 1994 and 1995 the Commission has responded 
to concerns of electric utilities that some states have mandated purchases of electricity generated 
by qualifying facilities at rates which the utilities perceive to be above their avoided cost. For 
example, in Docket No. EL93-55-000, Connecticut Light and Power Company complained that 
it was being forced by the State of Connecticut to pay a rate in excess of its avoided cost for 
purchases of electricity from a waste-powered qualifying facility. On January 11, 1995, the 
Commission issued an order agreeing with the utility, and deeming the rate to be illegal. 
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Southern California Edison Company and San Diego Gas and Electric Company filed PURPA 
related complaints with the Commission in January 1995. The Commission has 60 days in 
which to decide whether it will act on the complaints. 


Clean Air Act Amendments (CAAA) of 1990 


The CAAA imposed an obligation on electric utilities to cut total industry sulfur dioxide (SO,) 
emissions in half by the year 2000. To minimize SO, compliance costs, the CAAA created a 
nationwide market for tradeable SO, emission allowances. Utilities must either reduce their 
annual emissions to their allocation level or purchase allowances from other owners. New 
generators must acquire allowances from other participants in the allowance market. 


Allowance trading raises a number of novel regulatory issues, which we are addressing. In 
March 1993, we issued a final rule establishing accounting rules for the treatment of the cost 
and quantity of allowances acquired, used, sold, or held in inventory by electric utilities. In 
December 1994, we issued a policy statement on the ratemaking treatment for emission 
allowances in coordination transactions. 


We expect numerous wholesale rate filings beginning in FY 1995, as utilities seek to reflect in 
jurisdictional rates the costs of allowances they purchase, use, or sell. Compliance will affect 
some 60 jurisdictional electric utilities by virtue of their ownership (or affiliation with an owner) 
of particular coal-fired generating plants. Since many of these utilities have numerous rate 
schedules on file with the Commission, hundreds of rate schedules may ultimately require 
revision during the Phase I time period. We expect the bulk of these filings during FY 1995 
and FY 1996. In addition, we believe that the rate schedules of several large holding company 
systems will require modification to account for the allocation of CAAA compliance costs among 
the operating companies that make up these systems. 


Electric Rate Filings 


We regulate two basic categories of wholesale electricity sales transactions: requirements sales 
and coordination transactions. Requirements sales are long-term commitments by suppliers of 
power to meet reliably all or part of the buyer’s load. Coordination transactions are sales or 
exchanges of electricity between utilities for economic purposes and to augment reliability. We 
expect that rate applications for both requirements sales and coordination transactions will 
increase during FY 1996 as utilities respond to competitive pressures. 


A public utility must obtain Commission approval for any rate or charge associated with the 


transmission or sale for resale of electricity in interstate commerce. We also have the authority 
to compel an entity to provide transmission services. As a result of ithe Energy Policy Act, 
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which provided the Commission with broader authority to order transmission services, we expect 
many entities to request Commission orders compelling utilities to provide transmission service. 


Automatic adjustment clauses allow electric utilities to change rates to reflect some cost changes 
without making a filing with the Commission. To ensure efficient use of resources, PURPA 
directs us to review automatic adjustment clauses in jurisdictional rate schedules every 4 years 
and the energy and fuel purchase practices of utilities using such clauses every 2 years. During 
FY 1996, we will continue to closely scrutinize applications to ensure that utility proposals are 
consistent with our fuel-adjustment clause regulations and accounting procedures, and that costs 
associated with CAAA compliance and power purchases, if reflected in automatic adjustment 
clauses, are appropriate. 


Until 1988 we could change a utility’s existing rates on our initiative or that of an aggrieved 
customer only prospectively from the date of final resolution of the proceeding. In such cases, 
ratepayers could not get refunds of excessive rates. The Regulatory Fairness Act (RFA) 
amended the FPA to provide up to 15 months of refund protection to ratepayers whose existing 
rates for electric service are found to be too high. During FY 1996, we anticipate that the 
number of RFA proceedings will continue to increase. Because refund protection lasts only 15 
montis, we must continue to handle these proceedings as expeditiously as possible. 


In FY 1996 we expect to process litigated electric rate cases involving the following issues: 


° performance incentive rate proposals; 

° intercompany coordination arrangements; 

° issues arising from our new transmission authority under the Energy Policy Act; 

° interpretation of the terms and conditions of service under power supply and transmission 
contracts; 

e ancillary service issues (e.g., reactive power, load following) associated with 


transmission-only service; 


e post-retirement benefits other than pensions issues; 

° decommissioning of nuclear plant costs and funding issues; 
° comparability of transmission service; 

° non-traditional transmission pricing proposals; 
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e corporate financing issues; 

e premature plant shutdowns; 

¢ buyout costs related to fuel supply contracts; 

e changes in rates related to potential changes in corporate income taxes; and 

e pass-through of Clean Air Act compliance costs. 


Corporate Applications 


Utilities are responding to the competitive pressures of the 1990s by reorganizing their corporate 
structure, merging with their neighbors, and diversifying. In recent years, many electric utilities 
have enjoyed positive cash flows. After using surplus cash to strengthen their financial posture, 
some utilities have diversified into other businesses. To isolate such ventures from the regulated 
utility part of their companies, many utilities have reorganized themselves under a holding com- 
pany structure. This makes the regulated utility a wholly owned subsidiary of the newly formed 
holding company. We construe such restructuring to involve a disposition of utility assets 
requiring Commission authorization. 


Utility mergers were rare until the mid-1980s. Now they are becoming more frequent as utilities 
strive to increase market share, stave off or remedy bankruptcy, or increase efficiency. Merger 
filings are normally contested and extremely complex. Other competitors who view such 
business combinations as imposing greater barriers to market entry or eroding their relative 
market share may vigorously oppose mergers and acquisitions. We expect mergers to be a 
growing workload area in the coming years. 


In merger and asset disposition cases, we must determine whether the proposal is consistent with 
the public interest. This involves considering: 


e the effect of the merger on costs and rates; 

e the impact which the combination may have on the effectiveness of regulation; 
° accounting implications of the merger; 

° evidence of coercion; 
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° reasonableness of the purchase price; and 
e the effect of the merger on competition. 


Where the Commission has found that a merger would adversely affect competition or otherwise 
not be i= the public interest, it has imposed appropriate conditions, including requiring access 
to transmission systems. Furthermore, as the electric industry has become more competitive, 
the Commission has found that it is in the public interest to require all merging utilities to offer 
comparable transmission services to mitigate the potential anticompetitive effects of the merger. 


Interlocking Directorate Applications 


The advent of EWGs and affiliate power marketers will increase the number of interutility 
corporate interlocks of officers and directors. Moreover, as a result of a 1991 Supreme Court 
decision, we asserted jurisdiction over certain interlocks involving registered holding company 
systems. Enforcement of the FPA restrictions on certain corporate interlocks will continue in 
FY 1996; the restrictions require investigation of corporate entities to prevent the potential for 
adverse effects on the public interest through self-dealing and other abuses. 


Federal Rate Reviews 


We review the rates for five Federal power marketing administrations (PMAs). The approxi- 
mately 130 Federal hydroelectric projects comprise 23 reporting units, some of which make 
multiple filings. These filing units may file with us as frequently as every year, but not less than 
once every 5 years. The frequency of such filings depends on the economics of marketing the 
surplus Federal power and transmission services. The level of filings should remain relatively 
constant provided inflation rates remain stable. 


Accounting and Financial Reporting 


An essential element in our electric program is reliable financial accounting information based 
on sound accounting principles, contained in the Commission’s Uniform System of Accounts and 
uniformly applied to all jurisdictional companies. Financial, statistical and operational data 
collected through filings of Form No. | is an integral part of the Commission’s regulatory 
scheme. During FY 1994, a personal computer software application was developed for 
electronic submittal of Form No. 1, and was field tested by Form No. | respondents. In early 
FY 1995, a final rule established that the software be used starting with the 1994 reporting year, 
enhancing the Commission's ability to use the data in carrying out its regulatory responsibilities. 


59 


2649 


FY 1996 Congressional Budget Request Federal Energy Requlatory Commission 


The accounting information from utilities’ financial statements forms the basis for measuring 
both economic performance and compliance with the terms of approved tariffs. Both the 
Commission and the public need to know that the financial data we use in regulating the electric 
power industry are sound and reliable. In general, we audit each electric utility every 5 to 6 
years to ensure the integrity of the accounting data and compliance with the Uniform System of 
Accounts and related regulations. 


Accounting information gives us data on investment costs of facilities, the cost and types of 
capital used to finance such investments, and operating costs and revenue data we use to 
establish just and reasonable rates and to determine compliance with the rate schedules on file. 


The scope of the audits includes a review of billings under automatic adjustment clauses and 
formula rates. We require companies to make refunds to wholesale customers when the audits 
disclose improper billings under such rate mechanisms. 


Streamlining Efforts 


On January 11, 1995, the Commission amended its regulations governing public utilities and 
qualitying facilities. This rule revises and clarifies Commission policies on rate filings by public 
utilities under the Federal Power Act; issuances of securities and assumptions of liabilities by 
public utilities, licensees, and others; and procedural and technical regulations governing 
qualifyirz facilities. These changes will streamline the processing of workload and reduce 


regula‘ory burdens on the electric utility and qualifying facility industries. 


Summary of Electric Power Workload 
and Resource Needs 


The thrust of the electric program has been and remains the promotion of competition in the 
electric power industry. The Energy Policy Act was passed in the fall of 1992 and statutorily 
required regulations were put in place in 1993. While no clear picture of the actual long-term 
effect of the legislation on our workload has yet materialized, fundamental changes are 
developing in the electric industry, and the Commission must address new industry structure and 
policy issues, as well as continue to process a heavy caseload. The Commission has 
aggressively pursued policies to promote open transmission access over the last year, and we 
expect those activities to continue. Increasingly substantial resources will be devoted to the 
development of new policy initiatives to promote the goals of comparability, open transmission 
access, and increased competition in generation markets that underlie the Energy Policy Act. 
The Commission expects to define its recently established comparability requirement in greater 
detail in the weeks and months ahead, and to examine in detail how broadly both comparability 
and open-access requirements should be applied. We are seeing increases in voluntary 
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transmission service tariffs, as well as requests for mandatory transmission access, new 
arguments and issues regarding undue discrimination in transmission services, new transmission 
pricing concepts, more electric wholesale generator filings, and increased activity in the regional 
transmission group area. The impact of these changes on staffing requirements should become 
more evident as we gain experience and the industry reacts with more confidence to the new 
Tules. 


For a variety of reasons, the traditional electric workload has been increasing over recent years, 
and we see this workload continuing at this higher level in the near future. The workload fall- 
out from the new legislation and the increasing competitive pressures in the industry will add 
to, not subtract from, the "traditional" workload. We are introducing competition, not 
deregulating the industry. For example, whereas traditional utilities participating in the 
wholesaie market generate a single rate proceeding (when the utility itself installs new generating 
capacity and seeks rate relief), non-traditional utilities may generate four proceedings (a 
certification proceeding if the power seller is an EWG, a rate proceeding for the power seller, 
a rate proceeding for the utility passing through the increased purchased power costs, and, 
possibly, a fourth for a third-party transmission supplier). 


Given that the amount of the projected increased workload demands is unclear, we are holding 
staffing in the electric power program at the FY 1995 level. We believe that this will allow us 
to meet workload demands given our current expectation for future changes in the industry. 


[See Appendix E for electric power workload tables. ] 
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ADMINISTRATIVE FTES 


Number of FTEs 


240 


230 


220 


210 


200 


190 





180 
1993 1994 1995 1996 19357 


Fiscal Years 


Includes FTEs for Special Programs 
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OBJECT CLASS SUMMARY 
($ in Thousands) 


FY 1994 FY 1995 FY 1996 
Actual Appropriation Request 


Personnel Compensation $ 83,873 $ 85,785 $ 88,512 
Benefits 15,382 16,180 16,801 
Benefits for Former 

Personnel 932 348 156 


SUBTOTAL 100,187 102,313 105,469 


Travel & Transportation 

of Persons 2,145 2,581 2,579 
Transportation of Things 20 20 20 
Rents, Communications, 

& Utilities 14,213 13,446 20,161 
Printing & Reproduction 1,810 1,845 1,878 
Other Services 37,021 38,455 17,640 

Consulting 17,695 12,008 4,000 

Non-Federal 18,538 25,746 12,915 

Federal 788 701 725 
Supplies & Materials 1,631 1,581 1,516 
Equipment 5,133 5,818 
Grants, Subsidies, & 

Contributions 125 89 84 
Claims & Indemnities 5 25 25 


TOTAL $162,290 $166,173 $151,567 


Application of Prior Years 
Budget Authority (15,000) 


TOTAL REQUEST : $136,567 
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PROGRAM CONTRACTS SUMMARY 
($ in Thousands) 


Natural Gas and Oil Pipelines” 
Cryogenics 


SUBTOTAL 
Hydropower” 


Environmental Compliance 3,139 
Headwater Benefits Studies 500 


Dam Safety 290 


SUBTOTAL $ 3,929 


TOTAL CONTRACTS $ 4,000 


1/ Budgeted funds for environmental contracts may be supplemented 
by budget authority available from prior years. 
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SUMMARY NATURAL GAS AND OIL PIPELINES WORKLOAD 
Number of Items by Program Activity 


Receipts 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


Certificates 1,652 1,649 1,635 
Rates 9,304 8,589 1,987 
Oil Pipelines 541 7106 712 


TOTAL 11,497 10,944 4,334 
Completions 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


Certificates 1,665 1,678 1,682 
Rates 9,524 8,810 2,118 
Oil Pipelines 563 723 722 


TOTAL 11,752 11,211 4,522 


Year-End Pending 


FY 1993 FY 1994 FY 1995 FY 1996 
Actual Actual Estimate Estimate 


Certificates 538 525 496 449 
Rates 1,027 807 586 
Oil Pipelines 212 190 173 


TOTAL Nate 1,522 1,255 
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Federal Ener 


Number of Items by Category 


Construction & Operation (Nonformal) 

Construction & Operation (Formal) 

Environmental Condition Compliance 

LNG Safety Inspections & Compliance 
Field Trips 

Section 2.55, 284.11 & Subpart F Blanket 


Prior Notice Filings 
Other Certificate Filings 
Abandonments 
Declaratory Orders 
Complaints 

Rehearings 

Technical Conferences 
Compliance Filings 


TOTAL 


Receipts 


Regul 





mmission 


FY 1996 
Estimate 


130 
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PROGRAM WORKLOAD: CERTIFICATES 


Number of Items by Category 
Completions 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


Construction & Operation (Nonformal) 158 135 130 
Construction & Operation (Formal) 4 1 1 
Environmental Condition Compliance 160 160 160 
LNG Safety Inspections & Compliance 

Field Trips 238 247 258 
Section 2.55, 284.11 & Subpart F Blanket 158 170 170 
Prior Notice Filings 297 315 325 


Other Certificate Filings at 50 50 
Abandonments 188 170 150 
Declaratory Orders 20 20 28 
Complaints 4 5 5 
Rehearings 99 95 95 
Technical Conferences 10 10 10 
Compliance Filings 300 300 


TOTAL 1,678 1,682 
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PROGRAM WORKLOAD: CERTIFICATES 


Number of Items by Category 
Year-End Pending 


FY 1993 FY 1994 FY 1995 FY 1996 
Actual Actual Estimate Estimate 


Construction & Operation 
(Nonformal) 107 85 85 85 
Construction & Operation 
(Formal) 5 22 2 #2 
Environmental Condition 
Compliance 50 50 50 
LNG Safety Inspections & 
Compliance Field Trips 
Section 2.55, 284.11 & 
Subpart F Blanket 
Prior Notice Filings 
Other Certificate Filings 
Abandonments 
Declaratory Orders 
Complaints 
Rehearings 
Technical Conferences 
Compliance Filings 


0 


o 


56 
31 
19 
76 
26 


HSEesPEF 


~ 
oN 


1 

66 

0 
—37 


le 
No 


449 


an 
Ww 
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TOTAL 
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PROGRAM WORKLOAD: RATES 


Number of Items by Category 
Receipts 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


General Section 4 Filings 21 25 25 
Limited Section 4 Filings 193 130 
Other Rate Filings 336 359 
Tracking Filings 268 249 
Compliance Filings 414 385 
Refunds Reports 82 90 
Technical Conferences 67 70 
Litigated Section 4 Filings 47 

Order No. 636 Implementation Filings 185 

Intrastate Rates 13 

Transportation Transactions 6,723 

Contested Accounting Cases 2 

Financial Audits 37 

Accounting Approval Filings 71 

Declaratory Orders 5 

Complaints 11 

Rehearings 


TOTAL 
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PROGRAM WORKLOAD: RATES 


Number of Items by Category 
Completions 


FY 1996 
Estimate 


General Section 4 Filings 26 
Limited Section 4 Filings 145 
Other Rate Filings 380 
Tracking Filings 285 
Compliance Filings 425 
Refunds Reports 95 
Technical Conferences 70 
Litigated Section 4 Filings 60 
Urder No. 636 Implementation Filings 0 
Intrastate Rates 15 
Transportation Transactions 0 
Contested Accounting Cases 3 
Financial Audits 34 
Accounting Approval Filings 62 
Declaratory Orders 3 
Complaints 15 
Rehearings 500 


TOTAL 
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PROGRAM WORKLOAD: RATES 


Number of Items by Category 
Year-End Pending 


FY 1996 
Estimate 


General Section 4 Filings 

Limited Section 4 Filings 

Other Rate Filings 

Tracking Filings 

Compliance Filings 

Refunds Reports 

Technical Conferences 

Litigated Section 4 Filings 

Order No. 636 Implementation 
Filings 

Intrastate Filings 

Transportation Transactions 

Contested Accounting Cases 

Financial Audits 

Accounting Approval Filings 

Declaratory Orders 

Complaints 

Rehearings 


w 
w 


0 
2 
0 
22 
9 
1 
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8 
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TOTAL 
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PROGRAM WORKLOAD: OIL PIPELINES 


Number of Items by Category 
Receipts 


General Filings 

Rate Increase Filings 
Tariff Filings: Stayed 
Litigated Cases 


Financial Audits 

Review Remedial Orders 
Adjust. Request Denials 
Accounting Approval Filings 
Declaratory Orders 
Complaints 


TOTAL 





PROGRAM WORKLOAD: OIL PIPELINES 


Number of Items by Category 
Completions 


General Filings 
Rate Increase Filings 
Tariff Filings: Stayed 
Litigated Cases 


Financial Audits 
Review Remedial Orders 


Adjust. Request Denials 
Accounting Approval Filings 
Declaratory Orders 
Complaints 


TOTAL 
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PROGRAM WORKLOAD: OIL PIPELINES 


Number of Items by Category 
Year-End Pending 


FY 1993 FY 1994 FY 1995 FY 1996 
Actual Actual Estimate Estimate 


General Filings 28 40 
Rate Increase Filings 0 0 
Tanff Filings: Stayed 21 5 
Litigated Cases 117 94 
Fmancial Audits 4 1 
Review Remedial Orders 23 10 
Adjust. Request Denials 

Accounting Approval Filings 

Declaratory Orders 

Complaints 


TOTAL 
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SUMMARY HYDROPOWER WORKLOAD 
Number of Items by Program Activity 


Receipts 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


Hydropower Licensing 212 212 
Dam Safety and Inspections 3,475 
Project Compliance 

and Administration 2,110 2,256 


TOTAL 5,933 5,943 


Completions 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


Hydropower Licensing 234 299 280 
Dam Safety and Inspections 3,554 3,475 3,649 
Project Compliance 

and Administration 2,100 2,256 


TOTAL 5,888 6,185 


Year-End Pending 


FY 1993 FY 1994 FY 1995 FY 1996 
Actual Actual Estimate Estimate 


Hydropower Licensing 399 377 290 219 
Dam Safety and Inspections 723 780 646 
Project Compliance 

and Administration 801 


TOTAL 1,923 
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PROGRAM WORKLOAD: HYDROPOWER LICENSING 


Number of Items by Category 
Receipts 






FY 1994 FY 1995 FY 1996 









Actual Estimate Estimate 
Major Hydropower Licenses 
Constructed 2 4 4 
New Capacity (Nonformal) 9 12 10 
Relicense (Formal) 0 0 0 
Relicense (Nonformal) 6 






Minor Hydropower Licenses 
Constructed 

New Capacity 

Relicense 







AxrXrOoO 
_ 
N 
= 
N 








Preliminary Permit 49 57 55 











Transmission Line License 0 0 0 
Exemptions from Licensing 

(S MW or less) 1 2 4 
Exemptions: Conduit 3 5 5 
Surrender of Preliminary 

Permits 25 26 25 
Cancellation of Preliminary 

Permits 26 26 25 
Declaratory Orders 1 1 
Rehearings 278 _60 






TOTAL 
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PROGRAM WORKLOAD: HYDROPOWER LICENSING 


Number of Items by Category 
Completions 


FY 1994 FY 1996 
Actual Estimate 


Major Hydropower Licenses 
Constructed 
New Capacity (Nonfonual) 
Relicense (Formal) 
Relicense (Nonformal) 


Minor Hydropower Licenses 
structed 
. Capacity 


Relicense 


Preliminary Permit 

Transmission Line License 

Exe> tions from Licensing 

‘Wor less) 

Exempuons: Conduit 

Surrender of Preliminary 
Permits 

Cancellation of Preliminary 
Permits 

Declaratory Orders 

Rehearings 


TOTAL 
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PROGRAM WORKLOAD: HYDROPOWER LICENSING 


Number of Items by Category 
Year-End Pending 


FY 1993 FY 1994 FY 1995 FY 1996 
Actual Actual Estimate Estimate 


Major Hydropower Licenses 
Constructed 10 11 
New Capacity (Nonformal) 56 
Relicense (Formal) 1 1 
Relicense (Nonformal) 100 


Minor Hydropower Licenses 
Constructed 
New Capacity 


Relicense 


Preliminary Permit 

~ ransmission Line License 

txemptions from Licensing 
(5 MW or less) 

Exemptions: Conduit 

Surrender of Preliminary 
Permits 

Cancellation of Preliminary 
Permits 

Declaratory Orders 

Rehearings 


TOTAL 
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PROGRAM WORKLOAD: DAM SAFETY AND INSPECTIONS 


Number of Items by Category 
Receipts 


FY 1994 FY 1996 
Actual Estimate 


Operation Inspections 970 
Prelicense Inspections 35 
Construction Inspections 425 
Exemption Inspections 320 
Special Inspections 360 
Dam Safety Engineering 


Evaluation and Support 950 
Part 12 Reviews 165 
EAP Tests 50 
Environmental and 

Public Use Inspections 240 


TOTAL 3,515 
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PROGRAM WORKLOAD: DAM SAFETY AND INSPECTIONS 


Number of Items by Category 
Completions 


FY 1996 
Estimate 


Operation Inspections 1,044 
Prelicense Inspections 35 
Construction Inspections 425 
Exemption Inspections 340 
Special Inspections 360 
Dam Safety Engineering 


Evaluation and Support 980 
Part 12 Reviews 175 
EAP Tests 50 
Environmental and 

Public Use Inspections 240 


TOTAL 
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PROGRAM WORKLOAD: DAM SAFETY AND INSPECTIONS 


Number of Items by Category 
Year-End Pending 


FY 1993 FY 1994 FY 1996 
Actual Actual Estimate 


Operation Inspections 138 138 
Prelicense Inspections 0 0 
Construction Inspections 175 175 
Exemption Inspections 100 100 
Special Inspections 125 125 
Dam Safety Engineering 

Evaluation and Support 149 149 


Part 12 Reviews 

EAP Tests 

Environmental and 
Public Use Inspections 


TOTAL 
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PROGRAM WORKLOAD: 
PROJECT COMPLIANCE AND ADMINISTRATION 


Number of Items by Category 
Receipts 


FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 


Environmental Amendments 625 800 1,000 
Engineering Amendments 78 60 60 
Schedule Amendments 225 325 325 
Project Amendments 75 75 
Non-Project Use of 
Project Lands 50 50 
Declaration of Intention 5 5 
Unlicensed Projects 10 10 
Federal Lands Review 230 230 
Headwater Benefits 
Investigations 8 8 
Headwater Benefits 
Assessments 100 100 
Environmental Compliance 225 225 
Engineering Compliance 15 15 
Procedural Compliance 60 60 
Schedule Compliance 
Penalty Assessment 12 12 
Compliance Audits 24 24 
Amendment (New Capacity) 1 1 
Surrender of License 35 35 
Transfer of License 25 25 
Complaints 5 6 
16 16 


Rehearings 


TOTAL 
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PROGRAM WORKLOAD: 
PROJECT COMPLIANCE AND ADMINISTRATION 


Number of Items by Category 
Completions 















FY 1994 FY 1995 FY 1996 
Actual Estimate Estimate 












Environmental Amendments 648 700 800 
Engineering Amendments 69 60 60 























Schedule Amendments 234 325 325 
~~ t Amendments 148 75 75 
-Project Use of 
roject Lancs 81 50 50 
Declaration of Intention 15 5 5 
Unlicensed Projects 1 10 10 
Federal Lands Reviews 208 230 230 
Heaiwater Benefits 
investigations 6 8 8 
}izadwater Benefits 
Assessments 97 100 100 
Environmental Compliance 248 225 225 
Engineering Compliance 53 15 15 
Procedural Compliance 63 60 60 
Schedule Compliance 125 175 175 
Penalty Assessment 11 12 12 
Compliance Audits 24 24 24 
Amendment (New Capacity) 0 1 1 
Surrender of License 28 35 35 
Transfer of License 12 25 25 
Complaints 4 6 5 
Rehearings 25 16 16 






TOTAL 
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PROGRAM WORKLOAD: 
PROJECT COMPLIANCE AND ADMINISTRATION 


Number of Items by Category 
Year-End Pending 


FY 1993 FY 1994 FY 1995 FY 1996 
Actual Actual Estimate Estimate 


-onmental Amendments 321 421 

tr. icering Amendments 27 
Scheuule Amendments 10 
Project Amendments 61 
Non-Project Use of 

Project Lands 30 
Declaration of Intention 
Unlicensed Projects 
Federal Lands Review 
Headwater Benefits 

Investigations 
Headwater Benefits 

Assessments 
Environmental Compliance 
Engineering Compliance 
Procedural Compliance 
Schedule Compliance 
Penalty Assessment 
Compliance Audits 
Amendment (New Capacity) 
Surrender of License 
Transfer of License 
Complaints 
Rehearings 


TOTAL 
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ELECTRIC POWER WORKLOAD 


Number of Items by Category 
Receipts 


FY 1994 FY 1995 
Actual Estimate 


Rate Filings 

Formal Investigations Rate Level 
Compliance Filings 

Formal Investigations-Other 
Small Power 

Cogeneration 

Corporate Applications 
Interlocking Positions 
Transmission Service Requests 
EWC. Determinations 
Secur:sues: Negotiated 
Secunties: Competitive 
Financial Audits 

Accounting Approval Filings 
Contested Accounting Cases 
FA Refund Reports 

F-ueral Rate Filings 
Declaratory Orders 
Complaints 

Rehearings 


TOTAL 


1/ Includes approximately 700 filings made pursuant to an amnesty window that closed 
December 31, 1993. 


1,646” 
22 
140 
14 
127 
174 
29 
89 
11 


45 
38 
45 


2 
11 
18 
50 
25 


128 


2,844 


975 
30 
145 
22 
210 
175 
30 
90 
10 
110 
55 
35 
40 
113 
4 
10 
8 
50 
25 
135 


2,272 


FY 1996 
Estimate 


1,000 
40 
150 
25 
135 
175 
32 
90 
10 
115 
55 
35 
40 
113 
4 
10 
8 
50 
25 
135 


2,247 
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ELECTRIC POWER WORKLOAD 


Number of Items by Category 
Completions 


FY 1996 
Estimate 


Rate Filings 1,000 
Formal Investigations Rate Level 40 
Compliance Filings 150 
Formal Investigation-Other 20 
Small Power 135 
Cogeneration 175 
Corporate Applications 32 
Interlocking Positions 90 
Transmission Service Requests 7 
EWG Determinations 110 
Securities: Negotiated 55 
Secunties: Competitive 35 
Financial Audits 50 
Accounting Approval Filings 113 
Contested Accounting Cases 4 
FA Refund Reports 10 
Federal Rate Filings 8 
Declaratory Orders 50 
Complaints 25 
Rehearings 


TCTAL 
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ELECTRIC POWER WORKLOAD 


Number of Items by Category 
Year-End Pending 


FY 1995 
Estimate 


Rate Filings 204 
Formal Investigations Rate Level 41 
Compliance Filings 65 
Formal Investigations-Other 34 
Small Power 4 
Cogeneration 18 
Corporate Applications 12 
Interlocking Positions 10 
Transmission Service Requests 17 
EWG Determinations 33 
Securities: Negotiated 5 
Securities: Competitive 6 
Financial Audits 52 
Accounting Approval Filings 81 
Contested Accounting Cases 4 
FA Refund Reports 3 
Federal Rate Filings 5 
Declaratory Orders 32 
Complaints 32 
Rehearings if? 74 


TOTAL 
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